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CITY of GULFPORT

July 14, 2009

Honorable Mayor and City Council
City of Gulfport
Gulfport, MS 39501

The Department of Administration and Finance is pleased to submit the Comprehensive Annual Financial
Report {CAFR) of the City of Gulfport, Mississippi, prepared in accordance with accounting principles
generally accepted in the United States of America for the fiscal year ended September 30, 2008. These
accompanying financial statements are prepared and presented in conformity with GASB Statement #34 — Basic
Financial Statements and Management's Discussion and Analysis for State and Locai Governments (a dramatic
change in governmental financial reporting.} The new format, which includes Government-wide and Major
Fund presentations, provides citizens, investors and creditors, grantor agencies, and other interested parties with
reliable financial information about the City. Responsibility for both the accuracy of the data and the
completeness and fairness of the presentation, including all disclosures, rests with the City, We believe the
report is accurate in al} material respects and is designed to present fairly the financial position and results of
operations of the City for Fiscal Year ending September 30, 2008. All disclosures necessary to enable the
reader to gain an understanding of the City’s financial activities have been included.

The Annual Financial Report consists of four parts. (I) The Introductory Section includes this transmittal
letter, the City’s organizational chart, a list of principal City ofticials, and the geographic location of the City.
(I The Financial Section includes: Management’s Discussion and Analysis, the basic financial statements
(government-wide and fund statements), notes to the financial statements, other required supplementary
information (RSI), and the combining and individual fund financial statements and scheduies, as welt as the
independent auditor’s report on the financial statement schedules. (III) The Statistical Section includes
several tables of unaudited data describing the financial history of the City as well as other miscellaneous
statistics, generally presented on a multi-year basis. (IV) Other Financial Information includes useful
schedules and charts that are no longer required to be published as part of the basic financial statements along
with schedules required by State statues.

The City is a member of the Harrison County Wastewater and Solid Waste Management District, a joint venture
with other local cities to provide adequate wastewater treatment and solid waste disposal services. The city is
also involved in a joint venture with the Memorial Hospital at Guifport, an acute health care center. A synopsis
of the two joint ventures® financial statements for the fiscal year ended September 30, 2008, is included in notes
section of this report.

The Reporting Entity and Services Provided

Incorporated on July 28,1898, Gulfport is located in Scouth Mississippi in Harrison County. Guliport is a code-
charter municipality operating under a Mayor\Council form of government. The Mayor is full-time and the
Council-members are part-time and elected by wards. The Mayor and Council serve concurrent four-year
terms. On July 1, 1997 the City added two additional members to the council as a result of a 1994 annexation
bringing the total to seven.

[n December 1993 the City annexed 33 square miles north of Gulfport becoming the second largest city in
Mississippi with a land area of 62.37 square miles and a population around 8§3,000. A full range of services are
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provided including: police and fire protection, water and sewer services, construction and maintenance of streets
and infrastructure, planning and zoning, recreational and cuitural services, and general administrative services.

Economic Conditions

On August 29, 2005, the City of Gulfport was hit by the worst natural disaster ever recorded in American
histery, Hurricane Katrina. The fiscal year being reported is only three (3) vears out and the finances associated
with this are contained in the accompanying financial statements. It is expected the City of Gulfport wil}
receive in excess of $200 miliion relating to Katrina recovery.

With about 6.7 miles of man-made white sandy beaches along the Gulf of Mexico, Gulfport enjoys being one of
the fastest growing areas in the entire state. Gulfport is a residential community that is blessed with a strong
business center and retail base, The downtown area is currently experiencing a major renovation with
approximately $11+ million going towards major renovations to buildings, infrastructure, and streeiscapes.
This will certainly be a great enhancement to Gulfport’s downtown district and will contribute greatly in
promoting this area as the corporate headquarters of the Gulf South.

Katrina fotally devastated the entire coastline which was comprised of historic home sites, motels, and casinos.
This event had a negative impact on the City’s tourism industry. Forturately for the City, its retail base which
was located in the north central part of the City remained essentially untouched by Katrina, and consequently,
the City’s sales tax revenue was strong enough to put Gulfport on the road to a full recovery: however, the
recent ecanomic downturn is creating stress on the City’s overall financial condition.

FUTURE ECONOMIC QUTLOOK

The recent economic downturn is having a major negative impact on the City’s financial condition. Sales Tax
has been adversely effected as consumers “tighten their belts™ in an efforl to save dollars. This has a ripple
effect with our local merchants with less retail sales going through their cash registers. Sales Tax is vital to the
City’s well-being with it making up 42% of the City’s General Fund Revenues and 19% of the City’s overall
revenue.  With such a significant portion of the City’s revenue stream being sensitive to economic conditions,
Gulfport will have to find ways to continue to provide essential services to its citizens in & more efficient
manner.

Our city, historically driven by the seafood, timber and tourism industries, now finds its economy enhanced by
the gaming industry, high-tech development, and new commercial and industrial development. The persistence
of our community’s business ieaders to showcase what Gulfport has to offer has indeed catapulted our city (o
the forefront of Mississippi’s primary economic market. Gulfport’s strategic location between the cities of New
Orleans, Louisiara and Mobile, Alabama is unique - making it, simultaneously an employment center, suburb,
vacation destination and transportation corridor. Well-developed air transportation through the Biloxi-Gulfport
Regional Airport, land, sea, and rail arteries provide access to nearly 75% of the United States population, as
well as emerging Mexican and Latin American markets.

This accessibility combined with high quality of life, has helped Gulfport attract new businesses and residents.
Cities along the Mississippi Gulf Coast have been ranked in Money Magazine's “Best Places to Live,” Forbes'
“Best Places to Start A Business,” Modern Maturity’s “Best Active Places to Retire,” and Builder Magazine 's
“hottest housing markets in the United States.”
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Financial Information
Accounting System

The Department of Administration and Finance is responsible for providing the financial services for the City
including financial accounting and reporting, payroil and accounts payable disbursement functions, cash and
investment management, debt management, budgeting, purchasing, and information systems.

The Department of Administration and Finance is also responsible for establishing and maintaining an infernal
control structure designed to ensure that the assets of the City are protected from loss, theft or misuse and to
ensure that adequate accounting data is compiled to allow for the preparation of financial statements in
conformity with generally accepied accounting principles. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are mel, The concept of reasonable assurance
recognizes thatt (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the
valuation of costs and benefits require estimates and judgements by management.

All internal control evaluations occur within the above tramework., We befieve that the City’s current indernal
accounting controls adequately safeguard assets and provide reasonable assurance of proper recording of
financial transactions.

Budgetary Controls

The City maintains specific budgetary confrols, The objective of these budgetary controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget approved by the Mayor and City
Council. Acfivities of the general fund, special revenue funds, debt service fund, capital projects funds, and
proprietary funds are included in the annual appropriated budget. The legal level of budgetary control ( that is,
the level at which expenditures cannot legaily exceed the appropriated amount ) is established by major
expenditure classification and require approval by the governing body; however, equal transfers between line
items within a classification may be approved by the Department Director. For management purposes, the City
manages iis capital projects program by establishing project length budgets. Under this method, initial project
budgets are established and remaining project funds from the previous year are automatically rolled over at year
end to establish revised project budgets. The benefits of this method allows the City to only address project
budgets on the initial set-up and any amendments that may be necessary throughout the life of the project.

Thke City maintains an encumbrance accounting system as one budgetary contro! technique. Encumbrances
reserve appropriations, which have been obligated through purchase orders or contractual documents.
Encumbered amounts iapse at year end; however, they are generally reappropriated as part of the following
year's budget.

Enterprise Funds

Gulfport’s enterprise operations consist of the Water and Sewer Fund and the Joseph T. Jones Memorial Park
Fund. The Water and Sewer Fund accounts for traditional waler and sewer revenues and expenditures to
construct and maintain the water and sewer system. The Joseph T. Jones Memorial Park Fund was created to
account for operations, maintenance, and leasing of boat slips and other facilities within Jones Park. Financial
staiements related to both of these enterprise funds are contained in this report.
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Debt Administration

The City maintains the Municipal Debt Service Fund to administer the debt associated with its general
obligation bonds. A separate ad valorem tax is levied and collected to provide funds to retire such debt,

Mississippi law limits the amount of general obligation debt a municipality may issue to 15% of total assessed
valuation.  Guifport's total assessed valuation is 576,168,000, therefore, the 15% limitation equals:
$86,425,200; less GO Bonds outstanding of § 28,480,000, leaving a margin for further debt issuance of
$57,945,200.

Gultport’s bond rating was upgraded in August 1996 by Moody's bond rating service from “BAAL” to an “A2”
rating and currently maintains this rating,

Far more detailed information on the City’s debt, please refer to the note section of this report.
Cash Management

The City utilizes a cash management policy to analyze cash flow and project immediate cash needs in order to
maximize investment earnings. As allowed by state statute, idle funds are invested in US Treasury Bills. Also,
all remaining cash is placed in a sweep account that is invested overnight in Treasury notes.

Risk Management

The City is self insured for Hability claims, workers’ compensation and group health under plans administered
by Stewart Sneed and Hewes [nsurance Companies. Employee health insurance is provided for all employees.
The City has in place a Safety Committee and Risk Manager that reviews all accidents and workers’
compensation claims. Recommendations are then made to the appropriate department head concerning any
additional preventive measures.

Independent Auditors

The City of Guifport is required by Section 21-35-31 of the Mississippi Code of 1972 to have an annual audit
by independent certified public accountants. In compliance with these requirements, the City selected the firm
of Wright, Ward, Hatten, and Guel CPA’s 10 perform the audil for fiscal year ended September 30, 2008. The
auditor’s report on the general purpose financial statements and combining and individual fund statements and
schedules is included in the financial section of this report. The auditors’ rendered an unqualified opinion.

The City of Guifport is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Act of 1984 and the U.S. Office of Management and Budget’s Circular A-128, Audits of States
and Local Governments. Information related to the single audit, including internal control and compliance
repotts and an opinion on federal financial assistance is included in a separately issued single audit report.

Acknowledgements

The preparation of this report could not have been accomplished without the efficient and dedicated services of
the entire staff of the Department of Finance and Administration. [ also wish to express my appreciation for the
cooperation of the other City departments in providing information for this report.

Respectfully submitted,

Mike Necaise
Director of Administration and Finance
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June 26, 2009

INDEPENDENT AUDITORS’ REPORT

The Members of City Council
and the Honorable Brent Warr, Mayor
Gulfport, Mississippi

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Gulfport, Mississippi , as of and for the year ended September
30, 2008, which collectively comprise the City’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the City of
Gulfport’s management, Qur responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the City of Gulfport, Mississippi, as of
September 30, 2008, and the respective changes in financial position and cash flows,
where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.



The Management’s Discussion and Analysis on pages 3 through 16, Schedule of
Revenues, Expenditures and Changes in Fund Balance Budget to Actual on pages 61
through 64, and the Analysis of Funding Progress on page 65 are not a required part of
the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Gulfport’s basic financial statements. The
combining and individual nonmajor fund financial statements, are presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

The introductory sections and the statistical tables, as listed in the table of contents, are
presented for purposes of additional analysis and are not a required part of the financial
statements. Such information has not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion on
them.

In accordance with Governmenial Auditing Standards, our report dated June 26, 2009, on
our consideration of internal control over financial reporting and our tests of compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other
matters will be issued under separate cover in the City of Guifport, Mississippi, Single
Audit Report. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Governmental
Auditing Standards and should be considered in assessing the results of our audit.

As part of that report, the accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements of City of
Gulfport. The schedule of expenditures of federal awards has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic f{inancial
statements taken as a whole.

(i Ll BT 4 %{«/

Wright, Ward, Hatten & Guel, PLLC
Certified Public Accountants



Management Discussion
and Analysis







City of Gulfport, Mississippi
Management Discussion and Analysis

Introduction

This section is a required component of the City’s Comprehensive Annual Financial Report and
should be read in conjunction with the City’s transmittal letter at the front of this report and the
City’s financial statements which immediately follow this section. As management of the City of
Gulfport, Mississippi, we offer this narrative and analysis of the financial activities for fiscal year
ending September 30, 2008. This discussion and analysis is designed to: 1) present the
significant financial issues in a way that will assist the reader in understanding the overall
financial condition of the City; 2) provide an overview of the City’s financial activity; 3) identify
changes in the City’s financial position; 4) identify any material deviations from the City’s
financial plan (i.e. budget to actual); and 5) communicate currently known facts, decisions, or
conditions that are expected to have a significans effect on the financial position or results of
operations.

Financial Highlights
The overall financial status of the City of Gulfport weakened from 2007 to 2008.

¥" The City's General Fund in 2008 experienced an operating deficit (net of capital outlay)
of $20.3 million as compared to a 2007 operating deficit (net of capital outlay) of $3.7
million. Total General Fund revenues for 2008 were $52.9 million while operating
expenses were $73.3 million.

v’ The City’s Water and Sewer Fund experienced a loss in 2008 of $1.2 million which
represents 3% of revenues as compared to an $8.1 million profit in 2007. Major
coatributing factor is an increase in operating expenses of $7.9 million (from $13.1
million int 2007 to $21 million in 2008.)

v" The City expended approximately $31.3 million for capital outlay and infrastructure in
2008 which includes Infrastruciure, Buildings, machinery and equipment, and vehicles,

v Sales Tax revenue decreased by $2.2 million or 10%; from $24 million in 2007 to $21.8
million in 2008. This is a significant issue in that sales tax makes up approximately 41%
of the City’s General Fund revenues. Much of this is attributed to the post Katsina boorm
of 1996 and much of this was expected.

Management Discussion and Analysis 3



Brief Description of the Financial Statements

This annual report consisis of a series of financial statements which are presented in a hierarchal
structure. The highest level of reporting and most summarized statements are the Statement of
Net Assets (i.¢. balance sheet) and Statement of Activities (i.e. income statement) contained on
pages 19 and 20, respectively. These two statements provide financial information on the
government as a whole similar to how private sector companies report their finances. These two
statements are the only place within this report where a reader can review the operations and
worth of the City of Gulfport as a whole. The entire operations of the City are rolled up to this
leve] of reporting. All of the City’s annual revenues and expenses are reported in the Statement
of Activities while the City’s assets and liabilities are reported in the Statement of Net Assets.
These two statements answer the question “Is the City as a whole better off or worse off as a
result of the year’s activities?”

The second tier of financial reporting is the “Major” Fund Financial Statements. The fund
financial statements begin on page 21 and provide detailed information about the City’s most
significant funds. Funds are accounting entities used to track specific funding sources and uses
for particular programs. Individual funds are either established by law or set up for management
purposes. Three separate statements are issued: one for activities that are of a governmental
nature, a separate set of stafements are contained for activities that are of a business like nature
and a separate set of statements are contained for activities that are of a fiduciary nature,

Governmental Funds — Most of the City’s basic services are reported in the governmental
funds. Examples include activities relating to governmental funds are public safety,
public works (non water and sewer), culture and recreation, urban development, capital
projects, debt service and general administration. The financial statements of
Governmental Funds are reported on the modified accrual basis — which measures cash
and all other financial assets that can readily be converted to cash. Governmental
statements provide a more detailed short-term view that can answer the question “ s the
government better or worse off with regards to its financial resources , and whether there
are fewer or more resousces which can be spent in the short term future?.” The amounts
contained on these statements are adjusted for full accrual and rolled over to the
government wide statements. Governmental Fund Financial Statements are contained on
pages 21 — 24,

Proprietary Funds — Contain funds existing from fees charged to customers for services
provided by the City. Activities relating to the City’s Water and Sewer Operations and
Joseph T. Jones yacht basin are reported in this section. The financial presentation of
these activities is reported on pages 25 - 27 of this report. These financial statements are
reported on the full accrual basis — revenues are recognized when camed and measurable.
Because both the proprietary fund statements and the government wide statements are
reported on the full accrual method of accounting, the total column of the proprietary
funds statements are the same contained on the government wide business type activities
column of the Statement of Net Assets and Statement of Activities.

Management Discussion and Analysis 4



Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the City. Fiduciary funds are not reflected in the government-wide
financial statements because resources of those funds are not available to support the
City’s own programs. The accrual basis of accounting is used for fiduciary funds. The
city is responsible for ensuring that the assets reported in these funds are used for their
intended purpose. The City’s fiduciary activities are presented in separate statements in

this report.

Financial Analysis of the City as a Whole

Government-wide Statement of Net Assets

Govermmnental T ype Activitics

Business Type Activities

Total Primary Goverament

2008 2007 2008 2007 2008 2007
Assets:
Current Assels $ 58,623,766 5 78,544,203 § 11,472,543 § 9,759,09% $ 70,096,309 § 88,303,902
Capital Assets 227,142,277 219,633,430 146,616,190 129,488,233 373,758,467 349,121,663
Noncurrenl Asseis 138,761 44 825 10,395,616 14,424,151 10,534,371 14,468,976
Total Assets 285,904,804 298,222,458 168,484,343 153,672,083 454,389,147 451,894,541
Liabilit ies:
Current and Other
Liabilities 12,517,162 20,173,938 12,316,539 7.021,793 24,833,701 27,201,731
Long Term Liabilities 50,659,566 43,456,877 87,128,926 89,858,862 137,798,492 133,315,739
Total Liabilities 63,176,728 63,630,815 99,455,465 96,886,655 162,632,193 160,517,470
Net Assets:
Invested in Capital Assets
net of Related Debt 176,226,329 175,323,106 54,599,249 35,870,524 230,825,578 211,193,630
Restricted 33,455,233 12,457,697 4,006 4,000 33,459,233 12,461,697
Unrestricted 13,046,514 46,816,840 14,425,629 20,910,904 27,472,143 67,721,744
Tolal Net Assets $5222,728,076  $234,591,643 § 69,028,878 § 56,785,423 §291,756,954 $291,377.071

Note: The column entitled business type activities includes the Cily's Waler and Sewer and the Joseph T. Jones

Memorial Park operations,

Analysis of Government Wide Statement of Net Assets

Total Primary Government

The overalt financial condition has remained somewhat stable for the City of Guifport as
compared to the previous year. Total assets have increased from $451.9 million in 2007 to
$454.4 million in 2008, representing a increase of $2.5 million. Total Habilities increased by $1.6
miliion; thus resulting in nel assets remaining somewhat stable by increasing only $0.4 million.
Net Assets serve as a useful indicator of a government’s financial position over time. By far, the
majority of the City's net assets are related to investment in capital assets, i.¢. roads, bridges,
parks, water, sewer, machinery, etc., net of related debt is $230.8 million which represents
approximately 79% of the City’s total net assets. The below two sections are a breakdown of the

Management Discussion and Analysis



Total Primary Government into the two sections entitled Governmental Activities and Business
Type Activities.

Governmental Activities

Total assets for Governmental type activities decreased by $12.3 million, from $298.2 million in
2007 to $285.9 million in 2008. The majority of this decrease is attributed mainly due to a
decrease of approximately $13 million in cash and cash equivalents.

Capital assets— the City’s capital assets, i.e. roads, buildings, infrastructure, efc increased in 2008
by $7.5 million or 3%. Capital assets for 2007 totaled $219.6 million while 2008 capital assets
were $227.1 million. The increase was mainly attributed to the City’s aggressive rebuilding in
the aftermath of Hurricane Katrina. In 2008, the City expended $0.8 million in land purchases,
$0.5 million in new buildings and renovations; $5.9 million in improvements to its infrastructure;
and $3.4 million in upgrading its machinery, equipment, and vehicles. Gulfport also expended
$3.4 million in construction projects that have not been completed as of the end of the year,
Depreciation (amount that the City estimates that the useful value of assets has declined during
the year) amounted to $6.2 million. Gulfport will continue its rebuilding caused from the
devastation from Kafrina over the next several years with the commitment to building back better
than ever before.

Business Type Activities

The City’s business type activities consist of the Water and Sewer and Joseph T. Jones Memorial
Park Funds. Total assets increased by $14.8 million or 9.6%; from $153.7 million in 2007 to
$168.5 million in 2008 with current assets increasing $1.7 million and capital assets increasing
$17.1 million and other non-current assets decreasing $4 million. This increase in capital asseis
is mainly a result of the City beginning to address its aging water and sewer master plan which
was set forth several years ago.

Management Discussion and Analysis 6



Program Revenuces:
Fees, Fines, and Charges
for Service
Operating Grants and
Contributions
Capital Grants and
Contributions
General Revenues:
Property Taxes
Sales Taxes
Gaming
Other
Total Revenues

Program Fxpenses
General Governinenl
Public Safety

Public Works

Flealth and Welfare
Econoatic Development
Culture and Recreation
Imerest on Long Term Debt
Water and Sewer

Joseph T. Jones

Total Expenses

Change in Net Assets
before other transactions;

Non-operating change in
fixed assets

Transfers

Capital contribigions

Change in net assets

Net Assets at beginning of
year - Adjusted

Net assets at end of year

Jones operations,

Government Wide Statement of Activities

Govermnmenial Activities

Business Type Activities

Total Government

2008 2007 2008 2007 2008 2007
$ 2,412,789 % 2141907  § 22,206,568 3 20,576,814 § 24619357 § 23,718.721
856,785 4,756,775 856,785 4,756.775
17,270,909 28.536.146 255260 806.099 17,526,169 29,342,245
20,166,873 19.517.430 20,166,873 19,517,450
21,834.653 24,039,616 21,834,653 24,039,616
3,524,542 2.847,942 3.524.542 2.847.942
24,574,816 20,599,730 938.907 2,956,493 25,533,723 23,556,223
90,641,367 103,439,566 23,420,735 24.339,406 114,062,102 127,778,972
16,816,296 §.519.671 16,816.296 8,539,671
35,181,734 30,122,550 35,181,734 30,122.550
17,914,142 27,428,901 17,911,142 27,428.901
2,607,893 0,227,708 2,607,893 9,227.708
2,468,356 810.198 2,468,356 810,168
11,753,574 2.276,098 11,753,574 2,276,098
2.355.672 1.445.003 3,424 423 2.635,721 5,780,097 4,080,726
21,052,322 13,116,774 21,052,322 13,116.774
110,805 124,458 110,805 124,458
89,004 667 79,850,131 24,587,552 15,876,953 113,682,219 95.727.084
1,546.700 23.589,435 (1,166.817) 8,462,453 379,883 32,051,888
(13,410,267 (1,£40,348) 13,410,267 1,140 348 . -
{11.863,567) 22.449 087 12,243,450 9,602,801 379,883 32,051,888
234,591,643 212,142,556 56,785,428 47,182,627 291,377,071 259,325.183
§ 222,728,076  $234.591,643 5 69.024,878 B 56.785428 5 291.756,954 § 291.377.07I

Note: The column entitled business type activities includes the City’s Water and Sewer and Joseph T,
7
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Analysis of Government Wide Statement of Activities

Where does the City's Money Come How is the Money Used?
From?
O Charges for @ Property ® Water &
Service & Tax ® Public Sewer

19%

18% Works

Fines o
s 16%
L] SalesnTax D Interest on
19% Long-term
Debt
5%
O Health &
Welfare |
2%
D Gaming
3%
® General
15% Public
Safety
O Econ. Dev. 31%
2%
Revenues

The City essentially broke even this year. Revenues exceeded expenses by only $379,883, this
being a large decrease compared to a $32.1 million increase in 2007. This decline in change of
net assets is largely due to the City’s expenditures to rebuild city infrastructure after Hurricane
Katrina. There was also a significant decrease in capital grants and contributions.

Property Tax — Property tax accounts for 18% of the City’s revenues and is considered the most
stable revenue source for the City. The City had an increase of $0.7 million or 4% in property
taxes for the 2008 year.

Sales Tax - Another significant source of revenue for the City is sales tax accounting for 19% of
the City’s total revenues. Sales tax decreased $2.2 million or 9% from the prior year (from $24 to
$21.8 million). Although a decrease was experienced in 2008, the City’s sales tax revenue still
exceeds 2005 pre-Katrina amounts by $3.6 million or 20%. With all of the destruction along the
coastline which occurred in the City’s 2005 fiscal year, Gulfport was extremely fortunate to have
its sales tax base located within the central part of the City out of harms way. Due to this,
Gulfport became the retail shopping hub of the south. The City of Gulfport continues to put great
emphasis in promoting economic development activities in order to lessen the burden of taxes on
its citizens.

Grants — The City experienced a decrease of $11.8 million in capital grants in 2008 (from $29.3
million in 2007 to $17.5 million in 2008). The majority of this decrease is due to the City
receiving FEMA disaster related funds to repair damaged or destroyed facilities caused by
Hurricane Katrina in the 2007 year. As projects are completed, these funds will lessen for future
years.
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Expenses

The City’s total government wide expenses were $113.7 million in 2008 as compared to $95.7
million in 2007; representing a $17.9 million increase. The majority of this increase is related to
rebuilding of damaged facilities resulting from Hurricane Katrina.

The table below represents the cost of each of the City’s major governmental functional areas
Public Works, Public Safety, Culture and Recreation, General Government, Health and Welfare,
and Economic Development. The costs are separated into total cost and net cost. The net cost
shows the financial burden that was placed on the City’s taxpayers after taking into account the
program revenues generated by each of the major functional areas.

Governmenial Activities - Costs

Total Cost of Net Cost of
Service Service
Governmental Activities:

General Government $16,816,296 $6,537,065
Public Safety $35,187,734 $34,059,989
Public Works $17,911,142 $11,674,909
Health and Welfare $2,607,893 $138,674
Economic Development $2,468,356 $2,076,110
Culture and Recreation $11,753,574 $11,711,765
Interest on long term debt $2,355,672 $2,358,672

Total Governmental activities $89,094,667 $68,554,184

Fund Financial Analysis

The City maintains fund accounting to comply with budgetary and legal compliance and for
specific management conirol. The following is a brief discussion of financial highlights from the
major fund financial statements.

Governmental Funds

The focus of the governmental fund financial statements is to provide information on
current financial resources of the City. Funds included in this category are as follows:
General Fund, Capital Project Funds (i.e. Public Improvements 1996, 1998, 2001, and
2003), Special Revenue Funds ( i.e. Forfeits and Seizures, Community Development,
Police and Fire Retirement, and Police Traffic Safety), Disaster Relief and Debt Service
Fuand.

The General Fund is the primary “governmental fund™ and is the main operating fund of
the City. Activities that are traditional in nature to governmental entities are reported in
this fund: i.e. public safety, public works (operations & maintenance), culture and
recreation, health and welfare, economic development, and general government. The
General Fund accounts for approximately 46% of the City’s total revenues and 64% of
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the City’s total expenditures. Overall, the General Fund’s financial condition decreased
slightly as evidenced by the numbers below.

General Fund - Financial Summary

2008 2007
Total Revenues $ 52,927 865 $  52,195.052
Total Expenditures 73,246,137 55,893.450
Excess (Deficit) of Revenues (20,318,272) {3,698,398)
over Expenditures
Other Financing Sources (Uses) 3,048,272 {4,788,833)
Fund Balance - October 1 29,654,181 38,141,412
Fund Balance - September 30 $ 12,384,181 $ 29654181

v The General Fund’s deficiency of revenues over expenditures was $20.3 million in 2008
as compared to a deficiency of revenues over expenditures in 2007 of $3.6 million,

v General Fund assets decreased by $19.5 million from $34.8 million in 2007 to $15.3
million in 2008. The City’s cash and cash equivalents decreased from $18.5 million in
2007 to $10 million in 2008 while due from other funds decreased by $10.1 million.

v" The General Fund’s unreserved fund balance decreased in 2008, from $11.8 million in
2007 to $3.6 million in 2008. Unreserved fund balance is extremely important in that it
represents that portion of the City’s assets (mainty cash and receivables) that are not
designated for expenditures. The purpose of these funds are to 1) stabilize tax rates in an
economic downturn, 2) provide the city with resources in the event of a natural disaster,
and 3) provide the city with resources for other unforeseen events and or circumstances.
The City’s wnreserved portion of fund balance as a percentage of general fund
expenditures was 5% for year ending 2008. Based upon industry standards, if is
recommended that governmental entities maintain approximately 15% in fund reserves.

¥" Total General Fund revenues decreased slightly by 1%: from $52.2 million in 2007 to
$52.9 million in 2008,

v' Total General Fund expenditures increased by $17.9 million; from $55.9 million in 2007
to $73.2 million in 2008. The majority of this increase was due to the City expending
insurance proceeds from Hurricane Katrina to rebuild its damaged facilities,
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Business-Type Funds

Water and Sewer Fund

The purpose of the City’s Water and Sewer Fund is to account for activities of its water and sewer
operations. The financial reporting of this fund is contained on the government wide financial
statements under the column entitled “business-type activities. Below is a condensed operating

statement of the City’s Water and Sewer Fund.

Water and Sewer Fund
Condensed Statement of Revenues and Expenses

Operating Revenues

Operating Expenses

Operating Income (Loss)

Non-operating Items
Interest Expense
Other

Change in Net Asset

The City’s water and sewer income from operations generated a profit of $1.3 miilion in 2008 as
compared to $8.7 million in the previous 2007 year. Important to remember is that income from
operations does not include interest expense as this is reported in the non-operating items. The

2008

22,346,786 $ 21,852,574

21,035,059 13,116,774
1,311,727 8,735,300

(3.424,423) (2,635,721)

13,472,073 3,430,235

11,359,375 $ 9530314

City experienced a slight 2% increase in operating revenues in 2008, from $21.9 million to $22.3

million,

The City is undergoing large water and sewer repairs due to aging systems and Hurricane Katrina
damage. Some of the work contracted wilt be reimbursed by local, state and federal grants.

Conlracts that have been committed to for future years completion include:

Kiein Road Sewer

Elevateded Tank Repairs

Three Rivers Road Sewer Improvements
Brentwook Sewer Improvements

Area | Water & Sewer Repair/Replace

Area 2 Sewer Repair/Replace (Engineer)

Area 2 Stormwaler Repait/Replace (Iingineer)
Area 2 Water Repair/Replace {Engineer)

Area 3b Waler & Sewer Repair/Replace

Area 3a Waler & Sewer Repaiv/Replace

Arca 3¢ Waler & Sewer Repair/Replace (Engineer}
Forrest Heights Water Main

Joseph & Fournier Drainage

Forrest Heights Levee

Arca | Storm Drainage

Conlract Expended Remaining
Amount 10 Date Contract

$ 3,890,524 2,580,518 1,310,006
1,683,000 636,132 1,046,868
672,126 391,927 280,199
796,223 444,930 351,293
698,174 374,797 326,377
434,178 144,012 290,166
375,699 169,811 205,888
213,500 101,856 111,644
23,267,045 8,038,117 15,228,928
8,022,656 1,184,355 6,838,301
1,800,000 92,925 1,707,075
1,040,003 164,427 875,576
822,186 384,907 437,279
722,342 346,716 375,626
526,802 353,988 172,814
44,964,458 15,406,418 29,558,040
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General Fund Budgetary Highlights

The City’s General Fund Budget has been prepared in accordance with the faws of the
State of Mississippi. The City maintains specific budgetary controls to ensure
compliance with legal provisions embodied in the annual budget approved by the Mayor
and Council. The legal levet of budgetary control (that is, the level at which expenditures
cannot legally exceed the appropriated amount) is established by department and major
expenditure classification (i.e. personnel services, supplies, other services, and capital
outlay} and require approval by the governing body.

Summary of Budget to Actual Amounts
General Fund
Fiscal Year Ending September 30, 2008

Original Revised Actual Amounts
Budget Budget (Budget Basis)
Revenues:
Taxes
Property % 13,722000  § 13,722,000 $ 14429316
Sales 22,780,000 22,780,000 22,112,127
Franchise 3,300,000 3.304.000 3,670,923
Public service 1,053.000 1,053,000 1,024,863
Gaming 3,600.000 3.600.000 3,500,352
Licenses and permits 2,177,000 2,177,000 2,228,449
Intergovernmental 125,000 1,666,261 970,002
Charges for services 946,000 1.036.454 962,093
Fines and forfeits 1,600.000 1,606,000 £,888,996
Interest 800,000 800,000 372912
Miscellaneous 1.010.200 1.741,943 1,078.220
Total revenues 51,113,200 53,490,660 52,238,264
Expenditures:
General government 7,791,464 8,348,289 7,640,792
Police 19,760,826 22,509,653 200,348,937
Fire 13,520,924 14,503,087 13,873,784
Public works 10,933,044 11,624,194 11,264,047
Economic development 3,265,712 3470723 2842124
Culture and recreation 5.186,040 5,569,472 5,136,029
Total Expenditures 60,438,904 66,085,418 61,105,713
~eess (Deficit) of Revenues
over expenditures i (9.345.704) §  {12.594.758) $  (8.867.449

The City amended its General Fund’s Revenue and Expenditure budget several times over the
year. Below is a brief description of major budget amendments.
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v" The revenue budget (original versus revised) was amended by $2.4 million or 5%;
original budget of $51.1 million as compared to the revised budget of $53.5 million. A
significant amount of (his difference is aftributed to budget increases in
Intergovermmental Revenue of $1.5 million which is related to several federal grants,
most of which are police related.

v" The Expenditure Budget was increased by $5.6 million or 9% for the 2008 year. Most of
this increase was attributed to the police department resulting from receipt of several
federal grants,

Overall, the City’s General Fund actual revenues for 2008 (budget basis) fell shott of the revised
budget by $1.2 million or 2%.

v" Actual property tax revenue exceeded its budget by $0.7 million or 5%, however, sales
tax revenue fell short of its budget by .07 million or 3%.

Budgeted amounts for infergovernmental grants and miscellangous revenues were not
realized by $1.1 million.

v Interest rates declined this fiscal year and budgeted amounts of $.08 million fell short of
actual amounts received. Only $.04 million of this budgeted amount was realized.

The City’s General Fund actual expenditures fell short of its budgeted expenditures resulting in a
favorable variance of $5 million or 8% in 2008. Actual (budget basis) amounts were $66.1
million while budget amounts were $61.1 million. Major contributing factors for this difference
are discussed below:

v" Employee Vacancies — The City’s payroli budget (General Fuad) for the 2008 vear was
$41.5 mitlion while actual 2008 expenditures toialed $38.9 million; leaving a budget
surplus of $2.6 million for payroll. This amount equates to an average vacancy rate of
6%. This rate has improved from its previous rate of 9% for the previous 2007 year. The
City has acknowledged its need for a more aggressive employee recruiting and retention
program and is moving forward towards addressing this issue and the statistics prove that
the City has began to achieve this goal.
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Capital Assets and Debt Administration

Capital Assets
Schedule of Capital Assets
Net of Depreciation

Governmental Activities Business-Type Activities Tolals

2008 2007 2008 2007 2008 2007
Land & 27711,865 § 26,851,047 § 212,617 8§ 212,617  § 27924482 % 27,063,664
Construction in

Progress 3,410,236 16,290,386 28,818,291 19,700,622 28,818,291

Buildings 9,642,940 9,719,900 20,102 9,663,042 8,719,900
Improvements 4,943,265 3,956,362 4,943,265 3,956,302
infrastructure 171,731,743 170,086,550 128,972,822 99,210,487 300,704,565 269,297,037
Machinery & Eqp. 2,820,312 3,202,045 371,906 410,510 3,192.218 3,612,555
Vehicles 6,881,916 5,817,526 748,357 836,328 7,630,273 6,053,854
Totals $ 227,142,297 § 219,633,430 § 146,616,190 § 129,488,233 $ 373758467 § 349,121,663

The above table represents the values (net of depreciation) of the City’s various classes of assets.
The ending 2008 asset values were estimated at $373.8 million and included a wide range of
assets: land, buildings, parks, roads, bridges, drainage systems, machinery, vehicles, and water

and sewer systems.

Asset values increased by $24.6 million or 3% (after depreciation) as

compared to the prior year. See note 7 in the financial section of this report for more detail

information on capital assets.

Depreciation expense for the 2008 year totaled $9.1 million and was allocated to the following

classes of assets:

Buildings

Improvements other than Buildings

Machinery and Equipment

Vehicles

[nfrastructure (roads, bridges, drainage, water & sewer

system, etc.)

Total Depreciation

Allocation of Depreciation by Major Asset Class

$ 532,997
327,022
1,285,461
1,251,030

5,660,712
& 9,067,222

Depreciation is both an extremely useful tool and is often under utilized in the financial planning
process. In order to adequately maintain the City’s assets, the amounts contained in the above

depreciation allocation table should become a recurring expense item in future City budgets.

Significant increases in capital acquisitions and improvements include:

¥" Infrastructure - $5.5 miltion.
v" New Construction in progress - $19.6 million.
¥" Machinery, equipment, and vehicles purchased - $3.6 million
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Debt Administration

Schedule of Long Term Debt

Governmental Activities Business-Type Activities Totals
2008 2007 2008 2007 2008 2007

Bonds $ 28,480,000  §$20,710,000 S -3 28,480,000 § 20,710,000
Notes 22,435,948 23,600,324 - 22,435,948 23,600,324
Compensated Absences 1,808,139 1,666,765 12,871 6,084 1,821,010 1,672,849
Claims and Judgements 40,000 41,000 - 40,000 41,006
Revenue Bonds and Notes

backed by Water & Sewer fund - 92,016,941 93,617,709 92,016,941 93,617,709
Totals 552,764,087 546,018,080 $92,029812 S 93,623,793 5 144,793,899 3§ 139,641 882

Note: The above amounts do not include debt relating to Memorial Hospital or Harrison County
Wastewater Management District. The City is in a joint venture with these two entities and both entities
services their own debt,

At year ending 2008, the City had $144.8 million in outstanding debt representing a net increase
of $5.2 million or 4% as compared to the prior year, See note 8 of this report for further detail
relating to the Cily’s debt.
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Current know Facts effecting future financial Issues
Weakening Financial Condition (Operating Deficits)

For the current 2009 year and the previous 2008 year, the City began experiencing operating
deficits in both its General and Water and Sewer Funds. For the current 2009 year, it is expected
that the City’s General Fund will experience an operating deficit of $6.5 million with revenues
expected at $51.9 million and operating expenditures expected at $58.4 million. This is
significant in that operating revenues is expected to fall short of operating expenditures by 13%.
Furthermore, the City’s Water and Sewer Fund is expected to experience an operating deficit of
$6 million with operating revenue expected at $24.4 million and operating expenses expected at
$30.3 million. Again, this deficit is significant in that revenues are expected to fall short of
expenses by 25%. Without a doubt, the City will have to address these two issues during its 2010
budget process. Either expenses will have to be cut, revenues will have to be increased, or a
combination of the two will have to be accomplished in order to put the City’s financial condition
at an acceptable level.

Future uncertainty of the Local Economy - Sales Tax History
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As evidenced by the above chart, the City experienced a significant boom in sales tax revenue
post Hurricane Katrina with sales tax increasing from $18.1 million in 2005 to $26.6 million or
47% in 2006. It was anticipated that this level would not remain as most of this increase was due
to our citizens replacing Katrina damaged assets such as homes, vehicles, personal belongings,
etc. Years 2007 and 2008 each experienced 9% decreases and this was anticipated; however, the
decrease which is expected in 2009 was not anticipated. The best explanation of the current year
downturn revolves around the national recession, of which, is being experienced by individuals,
governmental entities, and private sector businesses throughout the United States.

Traffic and Transportation

Balancing development with transportation needs continues to be a top priority of the City. With
the growth experienced in the north central section of the City post Katrina, many roads need to
be improved to handle an increased traffic flow. Many retail developments are currently
underway and the City will continue to seck out federal and state grants to address this ongoing
issue.
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Payback of the Community Disaster Loan

On December 8, 2005 the City applied for and was awarded Community Disaster Loans totaling
$16.4 million fo be used to cover basis operating cost relating to delivering essential municipal
services in the wake of Harricane Katrina. The payback of these loans were deferred for a period
of five (5} years with an interest rate of 2.75%. At the time, it was expected that these loans
would be forgiven in that they would be turned into grants. The City was recenty notified that
this maiter of forgiveness was being debated in Congress, however, it was communicated that the
probability of these loans being forgiven was improbable. The City began escrowing funds over
the past several years but had to use most of this escrow to cover operating deficits in various
City funds, To date, the City has approximately $5 million in escrow for the payback; thus,
feaving a shortfall of approx $13 million which includes the original loan of $16.4 million plus
accrued interest. If these loans are not forgiven, this will have a significant negative impact on
the City’s financial condition.

Unfunded Hurricane Katrina Recovery Projects — FEMA disallowed - §5 Million

It has been determined that several Katrina related recovery projects which were originally
thought to be wholly funded by FEMA may not meet FEMA’s eligibility requirements. In total,
these items are estimated at $5 million which represents about 2% of all FEMA funded Katrina

Recovery projects which, in total, are estimated at $200 million. Some of these projects are as
follows:

¢  Overtime Appeal $700,000 — This related fo the manner in which the City paid its
employees overtime for a short time following the storm. The City paid its employees
an overtime rate of 2 times rather than the usual rate of 1.5 times. The City felt this was
necessary in order to maintain an adequate workforce to provide critical services fo its
Citizens. FEMA denied this by stating that this manner of payment was not contained in
the City’s permanent policies.

¢ Upgrade of Waler system along Beach Drive (hwy 90) Appeal - $2.4 million— The City
is in the process of replacing its entire water and sewer system between Beach Drive
north to the railroad tracks. The system which was in place pre-Katrina was not
adequate to handle the future growth that is certain (o come once the economy stabilizes.
Given this, the City took the approach to upsize the capacity due to codes and standards
and hoped that FEMA would deem this to be an eligibie project. FEMA denied this
project and the City is currently appealing FEMA’s position.

¢ Water and Sewer re-engineering and rights of way along Beach Drive Appeal - $2
million —~ Due to a change in standards from the Mississippi Department of
Transportation (MDOT) the City could no longer place its utilities atong Beach Drive;
thusg, requiring the City to re-engineer ifs ufilities several blocks up. Also, the City was
forced to purchase easements and rights of ways to accomplish this.
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Rising Cost of Health Care for Employees

Health insurance continues to be a major cost to the City and this cost continues to rise; thus,
creating a major strain on the City’s overall financial condition. For the 2009 year, the cost of the
City’s Employees’ Health Insurance Fund is expected o be near $6 million; while, the previous
2008 year's cost was $5 million.

In an effort to address rising health care costs, the City accomplished several things. First, the
City recently created an employee wellness and health clinic. The intent is to keep employees out
of the hospital by offering regular health checks and preventive care. Next, the City recently
changed both third party administrators and health care broker. It is hopeful that better analysis
can be accomplished so that a corrective action plan can be put in place via targeted changes to
the City’s Health Care Plan and improved negations with hospitals and health care providers for
better discounts. These changes have been just recently implemented and it is hopeful that this
will help ease the escalating cost of the City providing health care for its employees,

Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customer, investors and
creditors with a general overview of the City’s finances and to show the City’s accowtability for
the money it receives. If you have any questions about this report or need additional financial
information, contact the Comptroller’s Office at 228-868-5769. The City’s web site is
www.Gulfport-ms.gov
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Government-Wide Financial
Statements







Current Assets

Cash and equivalents
Cash with fiscal agents
Investments
Receivables:
Taxes receivable
Custormer sccounts receivable
Other receivables
Intemal balances
Due from other governments
Prepaid expenses
Reswicted cash
Total current assets
Noncunent Assets
Capital assets
Land
Construction in progress
Buildings

Improveinents other thaa buiidings

lafrastnuciure
Machinery and equipmen
Vehicles

Less: Accumitated depreciation

Total capital assets, net of accumulated depreciation
Other Noncurrent Asscls
Cash - water and sewer improvements

Cash - reserved for debt service
Daferred charges
Total noncurrent asseis
Total Assets

LIABILITIES
Current Liabilities (payable from current asscis)
Accaunts payable and accrued expenses

Deferred revenues
Intermal balances
Bue to other governments

Cutrent poriion of fong-terin liabitites:

Accrued interest
Compensated absences
Nates payable

Bonds payable

Cuivent Liabilities (payable from restricted assels)

Meler deposits
Total current Liabilitics

Noncurrent liabilities

Accrued interest payable
Liability for self insurance claimns
Comipensaied absences
Notes payable
Bonds payable
Claims
Total noncurrent liabilitics
Total Liabilities

NET ASSETS
nvested in capital assets. net of related debt
Resiricted for,

Debt service
Specife gvant programs
Capital improvements

Permanently resiricted {non-expendable)
Unrestricted

Total Net Asseis

CITY OF GULFPORT, MISSISSIPPI
Statement of Net Assets

September 30, 2008

Governmental Business-type
Activities Activitics Total

5 35.207.991 8,198,564 43,406,555
79755 - 79,755

1,542,358 1,542 358
3171373 - 3171373
2222462 2.222.462

83.878 - 83878

54,250 - 54,250
17417109 31437 17,420,546
1,067,052 - 1,067,052

- 1.048.080 1.048.080

58.623.706 11,472,543 70,096,309
27,711,865 212,617 27,924,482
3,410,236 16,290,380 19,700,622
14,331,309 20,400 14,351,709
6.327.720 - 0.327.720
243.750.365 159,662,289 403,412,654
8,472,586 930,76} 9,403,347
15,708,429 1,682,404 17,390.833
(92.570,233) (32.182.607) (124,752.900)
227,142,277 146,616,190 373,758 467

- 5.043.727 5.043.727

- 1.363.800 1,363.800

138.761 3.988 083 4,126,844

138,761 10,395.610 10,534.371

3 285,904,804 168,454,343 454,389,147
s 1.527.453 5717922 13245375
298,238 - 298,238

- 54,250 54.250

15.045 - 15,045

160.281 586,451 749,732

943,164 6.614d 949,778
1,162,981 2,059,272 3.222.253
2,410,000 2,825,000 5.235,000

- 1,064,030 1,064,030

12.517.162 12,316.539 24.8331.701
997,376 - 897376
1,414,248 . 1414248
864,975 6.257 871,232
21,272,947 37.007 669 58.280.630
26,070,000 50,125,000 76,195 000
40,000 - 40.000
30,659,500 87.138.926 137,798,492
63.176.728 99455465 162,632,193
176,226,329 54,599,249 230.825,578
10,103,520 4,000 10,107,520
2938471 - 2938471
20,313.242 20,313,242
100,000 . 100.000

13.046.5 14 14.425.029 27,472,143

3 222,728,070 69.028,878 291,756,954

The accompanying notes are an integral part of these financial statements.
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Governmental Fund Financial
Statements

Major Funds:

General Fund — This fund is used to account for all governmentat sources and uses of financial resources
applicable to the general operations of the City of Gulfport, Mississippi, which are not fegally or
by sound financial management to be accounted for in another fund.

Disaster Relief Fund — This is a special revenue fund (deemed to be a major fund by the requirements set
forth in GASB 34 issued by the Governmental Accounting Standards) that is used to account for
all federal, state and local grants and contributions that are to be used in the reconstruction, repairs
and other disaster related uses for the City of Gulfport, Mississippi.

Capital Projects Fund — This fund is used to account for tax revenues and certain government grants
specifically restricted for the construction of major capital facilities and public improvement
projects not otherwise funded by general obligation bonds

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest and related costs.

Nonmajor governmental funds are presented by fund type in the supplementary section.







CITY OF GULFPORT, MISSISSIPP1
Governmental Funds
Balance Sheet

September 30, 2008
Mazjor Funds
Disaster Capital Debt Nen-majoy Total
General Relief Projects Service Governmental Governmendal
Fund Fund Fund Fund Funds Funds
Assels
Cash and cash equivalents 8 10,024,615 ${12,918,758) § 18,654,810 $ 10,105,605 $ 5478038 $ 31,344,310
Receivables:
Property taxes 149,630 - - 47,777 15,045 212,452
Sales taxes 1,550,017 - - - - 1,550,017
Franchise taxes 904,747 - - - - 904,747
Gaming fees 289,364 - - - - 289,364
Privilepe licenses 214,793 - - - - 214,793
Other 70,947 - - - - 70,947
Due from other funds 1,650,589 - - 15,97 - 1,666,565
Frepaid interest - . - 19,757 79,757
Due from other governments 435,070 15,400,927 464,200 - 1,066,903 17,417,109
Taotal assets § 15339772 3 2,482,169 $ 19,119,019 $ 10,249,115 $  6,559.986 5 53,750,061
Liabilities and Fund balance
Liabilitics
Accounts pavable $ 2,011,603 § 2,482,169 8 3719912 $ 63,030 s 402,971 s 5,339,685
Accrued wages payable 363,084 - - - 4,090 369,774
Accrued expenses 119,785 - - - - 119,785
Due 1o other funds - - - 2,041 1,610,274 1,612,315
Due to other governments - - - - 15,045 15,045
Other Habilities - - 15,000 - - 15,000
Deferred revenue 298,238 . - - - 298,238
Perfermance bonds payable 160,281 - - - - 160,281
Total liabilitics 5§ 2.955,59] $ 2482169 S 394912 $ 65,071 § 2,032,380 § 7930123
Fund Balance
Reserved for -
Encumbrances 5 657856 5 2,695%16 5 971,689 $ - § 714,155 § 5,039,586
Dbt service - - - 10,184,044 - 10,184,044
Special Revenue - (2,695,916) - - 2,224,316 (471,600)
Capital Prajects - - 17,752,448 - 1,589,135 19,341,583
Permanently restricted (non-expendable) 108,000 - B - - 140,000
Unreserved reported in:
General Fund 3,598,149 - - - - 3,598,149
Designated for subsequent year
appropriations 8,028,176 - - - - 8,028,176
Total fund balance $ 12,384,181 $ - S 18,724,107 § 10,184,044 $ 4,527,606 § 45,819,938
Total liabilitics and fund baiance § 15,336,772 § 2482169 $ 19119018 £ 10,249,115 §  (.559,986 § 53,750,061

The accompanying notes are an integral part of these financial statements.
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CITY OF GULFPORT, MISSISSIPPI
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets
September 30, 2008

Total fund balances - governmental funds § 45,819,938

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in govemmental activities are not current financial resources
and, therefore, are not reported in the funds balance sheet 227,142,277

Receivable from loan proceeds recognized prior year that did not represent current financial resources
and, therefore, was not reported in the funds balance sheet

Bond issue costs on long-term debt {net of amortizations) does not require current
financial resources and, therefore, is not reported in the funds balance sheet 138,761

Interest payable on: long-term debt does not require current financial resources, and,
therefore, is not reported in the funds balance sheet (1,157,657}

Intemnal Service Funds are used by management to charge the costs of various internal
operations to individual funds. The assets and liabilities of Iniernal Service Funds
are included in the governmental activities in the Staternent of Net Assets as follows:

Current assets 6,486,020
Accounts payable (1,522,928)
Estimated health claims payable {1,414,248) 3,548,844

Some Habilities, (such as Notes Payable, Capital Lease, Claims Payable,
Long-term Compensated Absences, and Bonds Payable), are not due and
payable in the current period and are not included in the fund financial
staternents, but are included in the governmental activities of the Statement
of Net Assets.

Due within one year (4,516,145)
Due in mere than one year (48,247,642) (52,764,087)
Net assets of governmental activities S 222,728,076

The accompanying notes are an integral part of these financial statements,

22 - Fund Financial Statements



CITY OF GULFPORT, MISSISSIPPI
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balance
For Fiscal Year Ended September 30, 2008

Major Funds

Disaster Capital Debt Other Total
General Relief Projects Service Governmental Governmental
Fund Fund Fund Fund Funds TFunds
Revenues:
Taxes
Properny 5 14,120.511 5 - 3 - 5 4627476 £ 1418830 5 20,166,873
Sales 21,834,653 - - - - 21,834,653
Franchise 3,634,007 - - B - 3,634,007
Public service 1,049,357 - - - 1,523,503 2,572 870
Gaming 3,524,542 - 3,524,542
Licenses and permits 2228349 B . - - 2228349
Intergovernmental 2.202.760 7,651,624 3,389.332 - 3300475 16,604,191
Charges for services 053,699 - - - 953,699
Fines and forfeits 1.888.998 - - - - 1.888,998
Interes: ¥ e - 471,059 230792 163,167 1,237,930
Miscellaneous 1,058,067 - 1.183.461 ¢ - 44,423 2,283,951
Total revenues 52,927,865 7.651.624 5.041.852 4,858.268 6,450,454 76,930,063
Expendiwres
Current:
General government 9,189,151 95.364 - 0.284.515
Public safety 34219226 731093 - ~ 1,871,300 36821619
Public works 11,381,378 1,548,949 1307313 . 360,001 14,597,641
Health and welfare . - - 2,654,150 2,654,150
Feonomic development 2,684,853 2,278 - 2,687,131
Culture and recreation 10,831,071 1.007.732 . - - 11,838.803
Capital outlay 4,940,458 - 7,801,162 - 1,204,018 14,125,668
Debt service:
Principal - - - 3,394 376 - 3,394,376
Interest - - . 1,311,173 - 1315173
Other - - - 6,201 - 6.201
Total expenditures 73.246,137 3185416 9.198.505 4,711,750 6.179.469 96721277
Excess (deficit) of revenues
aver expenditures (20.318.270) 4.266.208 {4.156.653) 146,518 270985 (19,791.214)
Other financing sources {uscs)
Proceeds of loans 1,209,465 - 10,060,000 - - 11,209,465
Comtributed Capital 884,860 - 884,860
[nsurance proceeds - - 767,530 - 167,530
Sale of capital assets 429375 - - - 12.245 441,620
Transfers in 11,145,279 197,476 3,741,205 6,000,000 - 21.084.020
Transfers out {10.620,707) {13.306,500) - - {186.795) (24.114,008)
Tetal other financing
sources (uses) 3,048,272 {13.109.030) 14,508,795 6,000.000 {174,550) 10,273.487
Changes in fund balance (17,270,000) (8.342,822) 10,352,142 6,146,518 96.415 (9.517.727)
Fund balance - October | 29,654,181 8.842.822 8,371,965 4,037,526 4431171 55,337,665
Fund balance - September 30 5 12384181 ) - $ 18,724,107 5 10,184,044 $ 4,527,600 5 45819938

Fhe accempanying notes are an integral part of these financial statements,
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CITY OF GULFPORT, MISSISSIPPI
Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2008

Amount
Net charge in fund balances - total governmental funds: 5 9.517,727)

Amounts reported for Goveramental Activities in the Statement of Activitics
are different because:

Governmental funds repert cutlays for capital assets as expenditures because such

outlays use current financial resources. In contrast, the Statement of Activities

reports ony a portion of the outlay as expense. The outlay is allocated over the

assels’ estimated useful fives as depreciation expense for the period. 7,950,467

When assets are sold or retired in the fund statements the entire amount is shown
in the fund statements However, only the difference in book value and/or the amount
shown as income in the government wide statements. (441,620)

Long-tenn debt proceeds that are recorded as revenues in the fund statements and
shown as liabilities on the Statement of Net Assets {10,000,000)

New borrowings are shown as revenues in the fund statements, but are shown as

debt in the government wide statements. This note was pazt of a $3,000,000 capitai lease

agreement where the City only received $1,790,535 of proceeds in fiscal year ended September 30, 2007.

The remainder was received this fiscal year, A receivable was recorded in the governmental

wide statements in the prior year; however, this receivable was not considered

current resources so no receivable was recorded in the Statement of Revenues, Expenditures

and Changes in Fund Balance. (1,209,465}

Principal payments on long tern debt are expensed in the current period in the
fund financial statements, but are shown as a reduction in the outstanding
principal balance on the government wide statements. 3,394,376

Compensated absences are not reported on the $tatement of Revenues, Expenditures

and Changes in Fund Balance, but current year increases are reported as an

expense in the Statement of Activities. (141,374)
Claims paid are not reported on the Statement of Revenues, Expenditures and

and Changes in Fund Balance, bul current year increases are reported as an

expense in the Statement of Activities, 1,000

Interest on long terrn debt that is not due and payable in the current year is not
recorded as an expense in the fund level statements. (1,038,298)

Bond issue costs which are shown as amortization expense in the government-wide
statements and are not reflected in the fund statement 63,936

Internal service funds are used by management to charge the cost of
certain activitics such as insurance costs, 1o individual fimds (954,862)

Change in net assets of governmental aclivities $ (11,863,567)

The notes to the financial statements are an integral part of this statement,
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Proprietary Fund
Financial Statements

Water and Sewer Fund — This fund is used to account for the activities of the Water and Sewer operations
of the City of Guifport, Mississippi.

Joseph T, Jones Park Fund (non-major fund) —~ This fund is used to account for operations, maintenance,
and leasing of boat slips and other facilities within the Joseph T. Jones Memorial Park,

Internal Service Funds are presented in the supplementary section.







CITY OF GULFPORT, MISSISSIPPL
Proprictary Funds
Statement of Net Asscts

September 30, 2008
Business Type Activities Governmental
Non-major Fund Total Activities -
Water and Joseph T. Business-Type [aternal Service
Sewer Jones Park Activities Funds
Assets
Currend asscts;
Cash and cash cquivalents M 7.928.373 $ 270,191 5 8.198.564 $  3.803.681
Cash with fiscal agents - . . 79,758
hnvestinents . - - 1,542,358
Receivables:
Customer accounts ( net of allowance for
uncotlectible accounts) 1,537,335 - 1,537,335 -
Customer accounts acerued but not bitled 685,127 685.127 .
Other . - - 12,931
Prepaid insurance - - - 987.295
Due from other goverminenis 3,437 - 3437 -
Total current assets 10,154,272 270,191 10.424.463 6,486,020
Current restricted assets
Cash - Water and Sewer Trusl 1.048,080 - 1.048.080 -
Noneurrent assets
Capital assels:
Land 149.313 63,304 212,617 -
Building - 20,400 20,400 -
Construction in progress 15.335.370 955,010 16,290,386 -
[nfrastruciure 159,422,728 239,561 159,662,289 -
Machinery and equipment 930,701 - 930,761 -
Vehicles 1,649,404 33.000 1,682,404 -
Less accumulated depreciation {32.051.444) {131.223) (32.182.667) -
Tolal capital assets 145,436,132 1.180.058 146,616,190 -
Other noncurrent assels
Cash - Water and Sewer Improvements 5043727 - 5,043,727 -
Cash - Reserved for community disaster loan payiment 1,363,800 - 1.363.800 -
Deferred charges 3.988.083 - 3.988.083 -
Totat other noncurrent assets 149,395,610 - 10,395610 -
Total assels $ 167,034,004 8 1.450.249 $ 108.484,343 3 6,486,020
Liabilities
Current liabilities {payable from current assets)
Accounts payable 3 3230418 3 139 S 3,230,557 5 1,522,928
Accrued wages payable 1,176 848 2,024 . -
Acerued interest payable 586,451 - 589,451 -
Dus to other funds 54,250 . 54.250 -
Deferred vevenue - - - -
Liability for seif-insurance claims . - - 1414248
Retainage payable 159,244 - 159,244 -
Crther lizbiliies 326,094 3 326,097 -
Current portion of long-lenn debt
Compensated absences payable 3418 3,490 6.614 -
Noles payable 2059.272 - 2.059.272 -
Bonds payable 2,825.000 - 2.825.000 -
Total cirrent Hiabilides payable
from current assets 11,248,323 4.186 11,252,509 2937170
Cuwrrent labilities (payable from restricted assets)
Meler deposits 1.064,030 - 1.064.030 -
Total current liabililies 12,312,351 4,186 12.316.539 2,937,176
Long-term debt
Compensated absences payable 2913 3344 6,257 .
Notes payable 37.007.669 - 37.007.669 -
Bonds payable 50,125.000 - 50,125,000 -
Total noncwrent liabilities 87.135,582 3,344 87,138,926 -
Total Babilities 99,447,935 7530 99,455,465 2937176
Net Assels
Invested in capital assets, net of related debt 53.419.191 1,180,058 54,599,249 -
Restricted for revenue bond indentures 4,000 - 4.000 -
Unrestricted 14,162,968 262,661 14,425,629 3,548,844
Total net assuts $ 67586059 S 1442719 8 60028878 3 33548844

The accontpanying notes ave an integral part of these fingncial statements.
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CITY OF GULFPORT, MISSISSIPPI
Proprietary Funds
Staternent of Revenues, Expenses and Changes in Net Assets
For the Fiscal Year Ended September 30, 2008

Business Type Activities Governmental
Non-major Fund Total Activities -
Water and Joseph T, Business-Type Internal Service
Sewer Jones Park Activities Funds
Operating Revenues
Charges for services 3 22,196,429 $ 10,139 $ 22,206,568 $ -
Employee contributions - - - 789,247
Retiree contributions - - 119,264
Employer contributions - 5,061,448
Insurance ¢claim refmburscinents - - - 550,579
Miscellaneous 150,357 - 150,357 -
Total operating revenues 22,346,786 10,139 22,356,925 6,520,538
Operatng Expenses
Personnel services 112,046 78,712 190,758 -
Contractual services 15,063,327 3,790 15,067,117 388,381
Material and supplies 2,632 489 1,938 2,634,427 -
Administrative expenses - - - 9,250
Death benefits paid - - . 1,000
Premium payments - - - 2,869,472
Claims paid and changes in estimates - - - 5,311,702
Depreciation 2,867,116 24,905 2,892,021 .
Amortization 264,421 - 264421 -
Bad debts 95,660 - 95,660 -
Total operating expenses 21,035,059 109,345 21,144,404 8,579,803
Operating income (loss) 1,311,727 {99,2006) 1,212,521 (2,059,267)
Non-operating revenues
Intergovernmental 255,260 255,260 -
Insurance proceeds - - - 11,024,819
Loss on sale of assets (net of auction sales) (17,263 (1,460) (18,723)
Interest income 663,219 9,326 672,545 459,865
Interest expense {3,424,425) - (3.424,425) -
Total nonoperating revenues {expenses} (2,523,209} 7,866 (2,515,343) 11,484,684
Income (loss) before contributions and transfers (1,211,482) (91,340 (1,302,822) 9425417
Capital coniributions 136,005 - 136,005 -
Transfers from other funds 12,434,852 975,415 13,410,267 765,000
Transfers to other funds - - . (11,145279)
Change in net asseis 11,359.375 884,075 12,243 450 {954,862}
Net assets - October | 56,226,784 558,644 56,785,428 4,503,706
Net assets - September 30 § 67,586,159 $ 1,442,719 $ 69,028,878 $ 3,548,844

The accompanying notes are an integral part of these financial statements.
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CITY OF GULFPORT, MISSISSIPPI
Proprictary Funds
Statement of Cash Flows
For the Fiscal Year Ended September 30, 2008

Governmental
Business-type Activities Activitics -
Nen-major Fund Total Internal
Water and Joseph T, Business-type Service
Sewer Jones Park Activities Funds
Cash flows from operating activities
Lash received from customers $ 22,090,223 3 10,139 $ 22,700,362 & -
Cash received from other operating receipts 163,069 . 163.069 -
Cash received from cmployees and others - . 908,511
Cash received from insurance claims - - - 537,648
Cash received from employer contributions - - - 5.0601.448
Cash paid to suppliers (13.551.900) (9.653) {13,561.553) {7,433.801)
Cash paid to employees (104,539} (75,133) (179.692) -
Cash reccived from meter deposits, net 186,418 - 186418 -
Net casl: provided by operating activilies 9.383.271 {74.667) 9.308.604 (946,194)
Cash from nen-ogerating activities
Cash received from insurance proceeds - - - 2,321,529
Cash received from goverunental grants 509,034 - 509,034 -
Cash transfemed from governmental funds 103,761 - 103,761 765000
Net cash provided by non-operating activities 612,795 - 612,795 3.086.529
Casht flows from capital and related financing activities
Acquisition and constivction of capital assels (5.163.801) - (5.163,361) {11,145,279)
Drisposition of capital asseis (17.261) - {17.263) -
Principal paid on revenue bond maturities and notes payable (3,522,702} - (3.522,702) -
[terest paid on bonds and notes payable (3.424,425) . {3.424.428) -
Net cash used in capital and related fnancing aclivities {12.128.251) - {12,128.251) (11,145279)
Cash flows from investing activities
Iuvestment transactions, net - - - 109,764
Interest received 663219 9.326 672,545 459.805
Net cash from investing activities 663.219 9326 672,545 569,629
Net increase (decrease) in cash and cash equivalents (1,468,906) {65.341) (1,534,307) (8,435,315)
Cash and equivalents - October 1 16,852,945 335,532 17,188,477 12.208 996
Cash and equivalents - September 30 $  15383.979 s 270,191 & 15654170 $  3.863,68)
Reconcitiation of income (loss) from operations
to net cash provided (used) by operating activities
Operaling income {loss) 3 1,311,726 S (99,206} $ 1.212,520 $ (2,059,267)
Adjushments 1o reconcile operating income to
net cash provided by operating activities
Depreciation 2,867,116 24,905 2,802,021 -
Amortization 264,421 - 264421 -
Bad debts 93,600 - 95,660 -
{[ncrease) decrease in assets
Accounts receivable 1,097,541 . 1.097.541 -
Other receivables - - - {12,931
Prepaid assets (563.577) - (563.577) 281377
Due from other govemments 247,182 - 247,182 -
Increase (decrease) in liabilities
Accounis payable 3,962,730 (301 3,962 438 1120379
Acciued wapes payable 652 {524} 128 .
Other Gabilities 24,727 {(3.100} 21,627
Meter deposit Habilities 68,297 - 68,297 -
Compensated absences payable 6.787 3.559 10.346 {275,752)
Net cash provided by {used in) operating activities 5 0383271 $ (74.667) S 9.308.604 5 [946,194)
Non cash investing, capital and finaacing activities:
Changes in fair value of invesunents - - - 18,703
Transfer of capital assets from other funds 11,434,852 975415 12,410,267 -
Other receivables - . - -
Contributed capital 136,803 - 136.005 -
5 11,5708357 5 975,413 5 12546272 5 18,703

The accompanying nates are an integral part of these financial statements.
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Fiduciary Fund
Financial Statements

Fiduciary Funds are used to report resources held by the district in a purely custodial capacity
{assets equal liabilities) and do not involve measurement of results of operations.

Asset Forfeiture Fund - This is a fiduciary fund for collecting and settiing assets seized jointly by the city
and other governments.

Coastal Narcotics Task Force Fund - This is a fiduciary fund for collecting and settling assets seized
jointly by the city and other governments.

Flexible Spending Account -~ This fiduciary fund is for the accumulation of funds provided by employees
for IRS approved reimbursable medical expenses.

Tax Collector Clearing Account — This agency fund is for the coilection and dishursement of tax revenues
received from Harrison County and disbursed to other governments.







CITY OF GULFPORT, MISSISSIPPI
Fiduciary Funds
Statement of Assets and Liabilities
For the Fiscal Year Ended September 30, 2008

Agency Funds

Flexibile Tax
Asset Coasta! Spending Coltector 2008
Forfeiture Narcotics Account Clearing Totals
Assets
Cash and cash equivalents S 149,846 $ 70,504 $ 11,044 $ 75,932 307,726
Assets held for disposal 70,621 - - - 70,621
Total assets 220,467 70,904 11,044 75,932 378,347
Liabilities
Accounts payable - 385 - - 385
Payable to other governments - - - 75,932 75,932
Assets held in frust 220,467 70,519 11,044 - 302,030
Total liabilities M 220,467 $ 70,904 $ 11,044 $ 75,932 s 378,347

The accompanying notes are an integral part of these financial statements,
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CITY OF GULFPORT, MISSISSIPPI
Fiduciary Funds
Statement of Changes in Assets and Liabilities
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Balance at Balance at
10401407 Additions Deductions 09/30/08
Asset Forfeiture Fund
Assets
Cash § 324,793 3 132,873 $ 307,825 $ 149,846
Assets held for disposal 67,130 3,491 70,621
Total assets 391,923 136,369 307,825 220,467
Liabilities
Accounts payable 6,417 303,708 310,125 -
Assets held n trust 385,506 165,039 220,467
Total liabilities % 391,923 $ 303,708 $ 475,164 § 220,467
Coastal Narcotics Task Force
Assels
Cash 5 41,350 S 40,369 $ 11,315 % 70,904
Total assets 41,850 40,369 11,315 70,904
Lizbilities
Accounts payable - 11,743 11,358 385
Assets held in trust 41,850 28,669 - 70,519
Total liabilities S 41,850 S 40,412 S 11,358 g 70,504
Flexible Spending Account
Assets
Cash $ ~ 3 21,82} 5 10,777 $ 11,044
Total assets - 21,821 10,777 11,044
Liabilitics
Assets held in trust - 21,821 10,777 11,044
Total liabitities 8 - 5 21,821 g 10,777 $ 11,0644
Tax Collector Clearing
Assels
Cash $ - $ 35,583,047 3 35,507,115 S 75,932
Total assets - 35,583,047 35,507,115 75,932
Liabilities
Payable to other governiments - 35,583,047 35,507,115 75,932
Total liabilities S - $ 35,583,047 S 35,507,115 $ 75,932
Total Agency Funds
Assets
Cash s 366,643 S 35,778,115 8 35,837,032 8 307,726
Asset held for disposat 67,130 3,491 - 70,621
Total assets 433,773 35,781,606 35,837,032 378,347
Liabilities
Accounts Payable 6,417 315,451 321,483 385
Payable to other governments - 35,583,047 35,507,115 75,932
Assets held in trust 427,356 50,490 175,816 302,030
Tolal liabilities 3 433773 $ 35,948,988 3 36,004,414 $ 378,347

The accompanying notes are an integral part of these financial statements,

Fund Financial Statements - 30



Notes to the
Financial Statements







CITY OF GULFPORT, MISSISSIPPI
Notes to the Basic Financial Statements
For Year Ended September 30, 2008

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
A. General Statement

The City of Gulfport, Mississippi, (the “City”) was incorporated on July 28, 1898 under the laws of the
State of Mississippi. The City operates under a Mayor-Council form of government. The following
services are provided by the City: Public Safety (Police, Fire and Protection/Inspection), Street
Maintenance, Garbage Collection, Water and Sewer, Social and Recreational, Public Improvements,
Planning and Zoning, and General Administrative Services.

The City complies with accounting principles generally accepted in the United States of America. The
City's reporting entity appies all relevant Governmental Accounting Standards Board (GASB)
pronouncements. Proprietary funds apply Financial Accounting Standards Board (FASB}) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB prohouncements, in which case, GASB prevails.

The acceunting and reporting framework and the more significant accounting principles and practices are
discussed in subsequent sections of this Note. The remainders of the notes are organized to provide
explanations, inciuding required disclosures, of the City's financial activities for the fiscal year ended
September 30, 2008.

B. Financial Reporting Entity

The City is a charter city in which citizens elect the mayor at large and seven council members by wards.
The accompanying financial statements present the City's primary government and component units over
which the City exercises significant influence. Significant influence or accountability is based primarily on
operational or financial relationships with the City (as distinct from legal relationships). Based on these
criteria, it has been determined that the City has no component units.

See Note 14 for information describing related orgarizations not included in the City's reporting entity.

C, Basis of Presentation

Governmental-wide Financial Statements —

The City presents two basic government-wide financial statements: the Statement of Net Assets and the
Statement of Activities. These government-wide financial statements report information on ali non-
fiduciary activities of the primary government. The financial information for the primary government is
distinguished between governmental and business-type activities. For the most part, the effect of interfund
activily has been removed from these statements. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segrment.

Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or segment and 2) grants and contributions that
are restricted to meeting the operational or capital requirements of & particular function or segment, Taxes
and other items not properly included among program revenues are reported instead as general revenues.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Separate financial staternents are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the lafter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

Fund Finaneial Statements -

The City segregates transactions related to certain functions or activities in separate funds in order to aid
financial management and to demonstrate legal compliance, Separate statements are presented for
governmental and proprietary activities. These statemnents present each major fund as a separate column on
the fund financial statements; all non-major funds are aggregated and presented in a single column.

Governmental Funds —

Governmental funds are those funds through which most governmental functions typically are financed.
The measurement focus of governmental funds is on the sources, uses and balance of current financial
resources. The City has presented the following major governmental fund:

General Fund

General Fund is the main operating fund of the City. This fund is used to account for all financial
resources not accounted for in other funds. All general tax revenues and other receipts that are not
restricted by law or contractual agreement fo some other fund are accounted for in this fund,
General operating expenditures, fixed charges and capital improvement costs that are not paid
through other funds are paid from the Gereral Fund,

Disaster Relief Fund

This is a special revenue fund {deemed to be a major fund by the requirements set forth in GASB
34 issued by the Governmental Accounting Standards) that is used to account for all federal, state
and local grants and contributions that are to be used in the reconstruction, repairs and other
disaster related uses for the City.

Capital Projects Fund

This is a capital project fund (deemed to be a major fund by the requirements set forth in GASB 34
issued by the Governmental Accounting Standards) that is used to account for all capital projects
that are not associated with a specific debt issuance.

Debt Service Fund

This is a fund {deemed to be a major fund by the requirements set forth in GASR 34 issued by the

Governmental Accounting Standards) that is used to account for the payment of principal and
interest on the City’s outstanding governmental debt.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Proprietary Funds — Business-type acfivities

Proprietary Funds are accounted for using the economic resources measurement focus; and the accrual basis
of accounting. The accounting objectives are determinations of net income, financial position, and cash
flow. All assets and liabilities are included on the Statement of Net Assets. The City has presented the
following major proprietary fund:

Water and Sewer Fund —

Water and Sewer Fund is used to account for the provision of water and sewer services to the
residents of the City. Activities of the fund include administration, operations and maintenance of
the water and sewer system and billing and collection activities. The fund also accounts for the
accumulation of resources for, and the payment of, Jong-term debt principal and interest for water
and sewer debt. All costs are financed through charges to utility customers with rates reviewed
regularly and adjusted if necessary to ensure integrity of the funds.

Proprietary Funds — Governmental-type activities

The City reports the Internal Service Funds which are used to account for the self funded property and
casualty self insurance, workmar's compensation, and setf funded health and disability insurance provided
to departments of the city.

Proprietary funds distinguish operating revenues and expenses from non-operating items, Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal angoing operations. Operating expenses for the proprictary
funds include the cost of personal and contractual services, supplies, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

Fiduciary Funds
The City reports the Fiduciary Funds accounts for resources held by the City in a custodial capacity for

other governments, private organizations, or individuals.

D. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurement made, regardless of the measurement focus applied.

The government-wide statements and fund financial staiements for proprictary funds are reported using the
economic resources rmeasurement focus and the accrual basis of accounting. The economic resources
measurement focus means all assefs and labilities {whether current or non-current) are included on the
staternent of net assets and the operating statements present increases (revenues) and decreases {expenses)
in net total assets. Under the acerual basis of accounting, revenues are recognized when earned, including
unbilled water and sewer services which are accrued. Expenses are recognized at the time the liability is
incurred.
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Governmental fund financial statements are reported using the current financial resources measurement
focus and are accounted for using the modified accruat basis of accounting, Under the modified basis of
accounting, revenues are recognized when susceptible to acerual; i.e., when they become both measurable

~and available. “Measurable™ means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The City considers property taxes as available if they are collected but unsettled at year-end. A
two-month availability period is used for recognition of most other Governmental Fund revenues.
Expenditures are recorded when the related fund liability is incutred. However, debt service expenditures,
as well as expenditures related to compensated absences are recorded only when payment is due,

The revenues susceptible to accrual are franchise taxes, sales taxes and gaming revenues collected and held
by the State at year-end on behalf of the City, grants and interest revenues. Licenses and permits, certain
charges for services, fines and forfeits and misceilaneous other revenues are recorded as revenues when
received in cash because they are generally not measurable or available until actually received.

E. Cash, Cash with fiscal agents and Investments

The City's cash and cash equivalents are primarily considered to be cash on hand, amounts in demand
deposits and certain money market mutual funds. For purposes of the statement of cash flows, shori-term
investments held in proprietary funds with a maturity date within three months of the date acquired by the
City, if any, are considered cash equivaients,

The City maintains and controls a major cash pool in which the majority of the City's funds share. Each
fund's portion of the paol is on their respective balance sheet as cash and cash equivalents, some of which
are restricted assets,

Cash with fiscal agents, along with various investments, are components of an investment account
maintained by a fiscal agent. Cash with fiscal agents is that minor portion of the account which is not
invested or any particular moment in time. This amount represents the residual cash that the fiscal agent
does not have tied up in investment at September 30.

State statutes authorize the City to invest in (1) direct obligations of the United States government to the
payment of which the full faith and credit of the United States government is pledged, (2) certificates of
deposit when insured or secured by acceptable collateral and (3) obligations of the State of Mississippi; or
any county, municipality or school district of the State of Mississippi which have been approved by a
reputable bond attorney or have been validated by the decree of the chancery court,

Investments are recorded at fair value in accordance with GASB statement 31 with all investment income,
including changes in the fair value of investments, reported as revenue in the financial statements. Income
from short-term interest bearing securities is recognized as eamed,

Securitics traded on a national or international exchange are valued at the last reported sales price at current
exchange rates. Short-term investments are reported at fair value when published prices are available, or at
cost plus accrued interest, which approximates fair value.

E. Receivables
All trade receivables are shown net of an aliowance for uncoliectibles. An allowance in the amount of

$5,554,845 at September 30, 2008 has been provided in the Water and Sewer Enterprise Fund for estimated
uncollectible utility charges. The allowance is based on trade receivables in excess of 90 days outstanding,
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NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
An allowance for estimated uncollectible rental fees has been established in the Joseph T. Jones Fund based
upon historical coliection experience and other relevant circumstances. The allowance for estimated

uncollectible receivables at September 30, 2008 is $57,517.

G, Interfund Receivables and Payables

Any residual balances outstanding between the governmental activities and business-iype activities are
reported in the governmental-wide financial statements as “internal balances™

H. Transactions between Funds

Legally authorized transfers are treated as interfund transfers and are included in the results of operations of
both Governmental and Proprietary Funds.

I, Prepaid Items

Prepaid balances are for payments made by the City in the current year to provide services occurring in the
subsequent fiscal year; and the reserve for prepaid items has been recerded to signify that a portion of fund
balance is not available for other subsequent expenditures.

J. Restricted Assets

Fach customer deposits funds with the City when a water and sewer account is opened. These funds are
restricted dug to the deposits and are held by the City until the customer account is closed, at which time the
amounts are refundable to the customer,

K. Capital Assets

Capital assets, which include property, plant, and equipment and infrastructure assets, are reported in the
applicable governmental or business-type activities columns in the governmen{-wide financial statements
and in the fund financial statements for proprietary funds. Alt capital assets are valued at historical cost or
estimated historical cost if actual historical cost is not available. Donated assets are recorded at estimated
fair market value at the date donated. Repairs and maintenance ate recorded as expenses. Renewals and
betterments are capitalized. Interest has not been capitalized during the construction period on property,
plant, and equipment.

Assets capitalized have an original cost of $5,000 or more and over three years of useful life. Depreciation
has been provided over the estimated useful lives using the straight-line method. The following estimated
useful lives for proprietary fund assets are used to compute depreciation:

Buildings 40 years
Water and Sewer system 50 years
Infrastructure 60 years
Improvements 10-25 years
Machinery and equipment 5-10 years
Vehicles 5 years

Notes to the Basic Financial Statements a5



CITY OF GULFPORT, MISSISSIPPI
Notes to the Basic Financial Statements
For Year Ended September 30, 2008

NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
L. Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capita} assets, net of
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances
of any borrawing used for the acquisition, construction or improvements of those assets, and adding back
unspent proceeds. Net assets are reported as restricted when there are limitations imposed on their use
gither through enabling legislations adopted by the City or through external restrictions imposed by
creditors, grantors, or laws or regulations of other governments,

M. Nature and Purpose of Reservations and Designations of Fund Equity

The fund equity reserves for donor-imposed restrictions, debt service, encumbrances, are discussed in Note
10. The fund equity designation for subsequent year's expenditures primarily represents amount of cash
used in the next ycar’s budget to offset amounts in which expenditures are budgeted in excess of budgeted
revenues.

N, Compensated Absences

City policy ailows employees to accurnulate all unused vacation, compensatory (comp time) and sick leave.
Retiring and terminating employees covered under the Disability and Relief-Municipal Retirement System
are paid for all unused vacation, sick leave, and unused comp time.

All other empioyees are paid for up to 30 days of unused vacation and all unused comp time upon
retirement or termination, while excess vacation and all accumulated sick leave remaining are counted as
creditable service toward retirement.

Generally, vacation, sick leave and compensatory absences vest and are recorded as the obtigation is
incurred. In the propristary funds and the government-wide statements, the current portion is the amount
estimated to be used in the following year,

The compensated absences liability was computed using the specific identification method whereby the
applicable number of vacation and sick hours and all compensatory hours are multiplied by the employee's
hourly rate at September 30, 2008. The resulting liability is then increased to include social security and
retirement contributions that the City is required to pay upon liquidation of the liability.

0. Post Employment Health Care Benefits

The City does nat have costs associated with post-employment benefits for retired employees. The City
does allow employees to continue in the group plan after retirement; however, the retired employees pay all
premiums.

P. Estimates

The process of preparing financial statements in conformity with accounting principles generally accepted
in the United States of America requires the use of estimates and assumptions regarding cettain types of
assets, liabilities, revenues, and expenses. Such estimates primarily relate to unsettled transactions and
events as of the date of the financial statements. Accordingly, upon settlement, actual results may differ
from estimated amounts.
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NOTE 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Data

The procedures used by the City in establishing the budgetary data recerded in the general purpose financial
statements are as follows:

1.

2,

it

The Finance Division of the Department of Administration prepares estimates of availabie revenue.

Department directors submit proposed expenditure budgets to the Finance Division by June | each
year,

The Finance Division reviews expenditure budgets and necessary revisions are made.

Budgeted revenues and expenditures are balanced, and a summary budget is prepared and presented to
the Mayor.

The Mayor submits the proposed budget to the City Councii by August 1.
Public hearings are conducted to obtain taxpayer comments.

The final budget is approved by September 15 and must be published in a local newspaper on or before
September 30,

The budget is formally amended in July each year, if necessary. However, budget revisions are made
throughout the year (prior to Suly), as reallocations of funds are necessary, 2 budget deficit is indicated,
or circumstances change which dictate the need for a budget amendment,

Formal budgetary integration is employed as a management control device for all governmental and
proprietary fund types.

The legal level of control for all budgets adopted is at the fund level with the exception of the General
Fund, which is appropriated at the department level. Administrative control for all budgets is
maintained through the establishment of more detailed line-item budgets.

The Finance Division of the Department of Administration exercises budgetary monitering throughout
the fiscal year. An adopted budget may not exceed its appropriated ievel without City Council
approval. However, department heads may make transfers of appropriations within a department,
Budgetary conirols are incorporated into the City's purchasing system. Purchase requisitions entered
into the computer system that will cause a line item to exceed its budget will automatically be
disallowed. The department head will then be required to make an inter-department budget transfer or
request a budget amendment.

. Encumbrance accounting, under which executed but unperformed purchase orders, contracts, and other

commitments for the expenditure of monies are recorded in order to reserve that portion of the
applicable appropriation, is empioyed as an extension of formai budgetary integration in the General
Fund, Special Revenue Funds and Capital Projects Funds. Encumbrances outstanding at year-end are
reported as reservations of fund balances and are reappropriated in the next year's budget.

Unexpended appropriations lapse at year-end in all funds.
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NOTE 3: PROPERTY, GAMING AND SALES TAX REVENUES
(A) Property Tax

Harrison County bills and collects the real, personal, and auto ad valorem taxes for the City. Taxes on real
and personal property are levied by the City Counci} at the first regular meeting in September for the
ensuing fiscal year, which begins on October 1. Restrictions associated with property tax levies vary with
the statutory authority. State law limits the amount of increase in certain property taxes. Generally, this
restriction provides that these tax levies shall produce no more than 1 10% of the amount that resulted from
the assessments of the previous year plus new construction.

Real property taxes become a lien on January | and personal property taxes become a lien on March 1 of
the current calendar year. Taxes on both real and personal property, however, are due on or before
February 1 of the next succeeding vear. Taxes on motor vehicles and mobile homes become # Hen and are
due in the month that coincides with the month of original purchase. All taxes are remitted monthly to the
City. In addition, Harrisor: County also remits to the City a prorata share of road and bridge taxes collected
by the County. Accounting principles generally accepted in the United States of America require property
taxes to be recognized at the levy date if measurable and available. All property taxes are recognized as
revenue when received. Real property taxes are recognized as revenue when received because most
delinquent real property taxes are collected by selling real property for taxes, together with all fees,
penalties and damages accruing until date of sale, before the close of the fiscal year.

The remaining amount of real property not sold for taxes at the tax sale is considered immaterial; therefore,
no end of year delinquent taxes receivable is recorded. The amount of delinquent personal property taxes
unpaid at year-end is also considered immaterial.

The rates are expressed in terms of mills (i.e. ten mills equal one cent). The combined tax rate to finance
general governmental services, including the payment of principal and interest on long-term debt and other
purposes for the year ended September 30, 2008 was 34.0¢ mills or $34.00 per $1,000 of assessed
valuation.

State law requires the municipality to exercise its taxing authority for the benefit of other governing
authorities, which are not a part of the reporting entity. As provided, the municipality must levy specified
ad valorem taxes as directed by the other governing authority and turn all proceeds over to it. Accordingly,
taxes for the Guifport School District are also billed and coliected by the County and remitted to the City
for disbursement to the School District,

Ad valorem taxes collected and settled in accordance with this legal requirement are not recognized as
revenues and expenditures of the municipality. The tax levies noted below with respect to the school funds
were made in accordance with this fegal requirement.

(B) Gaming Tax Revenues

In the early part of 1992, the citizens of Harrison County voted to allow dockside casino gaming as defined
by the Mississippi Gaming Control Act of 1990. In May of 1993, the first casino opened in Gulfport. As of
September 30, 2008 there were one casino operating within the City. Gaming activities are taxed in a
variety of ways. The State of Mississippi levies 2 sliding scale tax on gross gaming revenue, of which
Harrison County and the City receive .4 to .8 percent. This tax is divided: 63% to the County and 37% to
the City. The allocation is based upon the population demographics of the last official census. In addition
to the State tax, the City, through local ordinance in accordance with State law, levies an additional 3.2%
tax on gross gaming revenues. This tax is distributed as follows: 60% to the City (20% of which is
designated for public safety); 20% to the Gulfport Public Schools; 10% to Harrison County for public
safety; and 10% to Harrison County schools. In addition to the taxes on gross gaming revenue, the State,
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NOTE 3: PROPERTY, GAMING, AND SALES TAX REVENUES (Continued)

City and County annually receive licensing fees and permits from each casino for each gaming device,
Gaming revenue of $3,524,542 was received by the City in fiscal year ended September 30, 2008.

(C) Sales Tax Revenues
The State levies a 7% sales tax on retail sales and remits 18.5% of the amount collected (within the

corporate boundaries of the City of Gulfport) back to the City monthly. Tax revenue reported in the
General Fund includes $21,834,653 of sales tax revenue.

NOTE 4: CASH AND OTHER DEPOSITS, CASH WITH FISCAL AGENTS, AND INVESTMENTS

(A) Cash and Gther Deposits

The City maintains a cash and investment poo! for use by all funds except the Proprietary funds -
governmental-type activities and Fiduciary Funds which either maintain a separate account or have
investments held separately by a trustee.

At September 30, 2008, the carrying amount of the City’s deposits was $51,169,887 and the bank balance
was $52,433,326. The difference represents outstanding checks and other reconciling items.

A summary of Cash and Cash Equivalents at September 30, 2008 is as follows:

Cash and Cash

Equivalents Non-pooled
Invested in Cash and Cash Restricted
Sweep Account Equivalents Cash Total
Governmental funds:
Major furds:
CGeneral fund $ 2,838,355 2,700 183,560 10,024,615
Disaster relief fund (12,918,758) - - (12,918,758)
Capital projects fund 18,654,810 - - 18,654 810
Debt service fund 10,105,603 - - 10,105,605
Non-major funds 4022282 555,756 - 5,478,038
Total governmental funds 30,602,294 558,456 183,560 31,344,310
Proprietary funds —
business-type activities:
Water & sewer fund 12,423,192 1,912,708 1,048,080 15,383,980
Port fund 270,191 - - 270,191
Total proprictary funds —
business-type activities 12,693,383 1,912,708 1,048,080 15,654,171
Proprietary funds ~
governmental-type activities 3,863,680 - - 3,863,680
Fiduciary funds 86,976 220,750 - 307,726
Total cash and cash equivalents 3 47,246,333 2,691,914 1,231,640 51,169,887

]
e ———
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NOTE 4: CASH AND OTHER DEPOSITS, CASH WITH FISCAL AGENTS, AND INVESTMENTS

(continued)

Cash in Water and Sewer Improvements in the proprietary funds statements in the amount of $5,043,727
and Cash reserved for community disaster loan payments in the amount of $1,363,800 is classified as
Other Noncurrent Assets as to not distort working capital,

Custodial Credit Risk - Depaosits. Custodial credit risk is defined as the risk that, in the event of the failure
of a financial institution, the City will not be able to recover deposits or coliateral securities that are in the
possession of an outside party. The City does not have a deposit policy for custodial credit risk.

However, the Mississippi State Treasurer manages that risk on behalf of the City. Deposits above FDIC
coverage are collateralized by the pledging financial institutions trust department or agent in the name of the
Mississippi State Treasurer on behalf of the City. The collateral for public entities’ deposits in financial
institutions is now held in the name of the State Treasurer under a program established by the Mississippi
State Legislature and is governed by Section 27-105-5, Miss. Code Ann (1972). Under this program, the
entity’s funds are protected through a collateral pool administered by the State Treasurer. Financial
institutions holding deposits of public funds must pledge securities as collateral against those deposits. In
the event of a failure of a financial institution, securities pledged by that institution would be liquidated by
the State Treasurer to replace public deposits not covered by the Federal Depository Insurance Corporation.
As of September 30, 2008, none of the City's bank balance of $68,970,100 was exposed to custodial credit
risk

(B) Cash with fiscal agents

The carrying amount of the city’s cash with fiscal agents held by financial institutions was $7%,755. The
entire amount was insured or collateralized with securities held by the financial institutions in the city’s
name,

) Investments

At September 30, 2008, the City's surplus funds that were not invested in overnight sweep repurchase

agreements {considered short term and reported above as cash) were invested in U. S. Treasury Notes and
Federal Agency Securities. A summary of the City's investments at September 30, 2008 is as follows:

Rate of Interest Amount
Governmental Funds:
Government National Mortgage Assoc, 4.5%-5.5% $ 192,284
U.S. Treasury Notes 3.0%-575% . 1,350,074
Total investments $ 1,542,358

Custodial Credit Risk - Investments The custodial credit for investments is the risk that, in the event of the
failures of the counterparty (e.g. broker-dealer) to a transaction, the City will not be able to recover the
value of its investment or coflateral securities that are in the possession of another party. The City's
investment policy limits its exposure to custodial ¢redit risk by requiring that all security transactions
entered into by the City be conducted on a delivery-versus-payment basis.

Securities are to be held by a third party custedian.
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NOTE 4: CASH AND OTHER DEPOSITS, CASH WITH FISCAL AGENTS, AND INVESTMENTS

(continued)

Interest Rate Risk - The interest rate risk is the risk that changes in market interest rates will adversely
affect the fair value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. The following table summarizes the City's
interest rate risk, based on maturity dates of various investments:

U.S. Treasury Federal Agency
Notes Securifies Total
Less than one year £ 303,100 $ - % 303,106
1-5 years 785,055 - 785,055
6-10 years 261,913 - 261,913
over 10 years - 192,284 192,284
Total investments $ 1,350,074 $ 192,284 $ 1,542,358

Credit Risk - Investments - Generally, credit risk is the risk that an issuer of an investment will not fulfitl its
obligation to the holder of the investment. This is measured by the assignment of a rating by nationally
recognized statistica! rating organizations (NRSROs). Disclosures of investments by amount and issuer for
any issuer that represents five percent or more of total investments is required. This requirement does not
apply to investments issued or explicitly guaranteed by the Ui.S. governmen, investments in mutual funds
and external investment pools, and other pooled investments.

NOTE 5: RECEIVABLES

The combined balance sheet of the City includes the following receivables at September 30, 2008:

Major Non-Major
Governmental Governmental
Funds Funds Total
Governmental Activities:
Accounts receivable
Taxes receivable:
Property taxes $ 197,407 $ 15,045 $ 212,452
Sales taxes 1,550,017 - 1,550,047
Franchise taxes 904,747 - 904,747
Gaming fees 289,364 - 289,304
Other receivables:
Privilege licenses 214,793 - 214,793
Other 70,947 - 70,947
Total accounts receivable $ 3,227,275 5 15,045 $ 3,242,320
Due from other governments
Federal $ 15,696,520 $ 511,128 $ 16,207,648
State 653,686 - 653,686
Total due from other governments $ 16,350,206 5 511,128 § 16,861,334
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NOTE 5: RECEIVABLES (Continued)

Business Tvpe Activities

Accounts receivable:

Water & sewer utility charges $  7.777.307

Harbor berth rentals 57,517
Total gross receivables 7,834,824

Less: allowance for uncollectibles {5,612,362)
Net total accounts receivable $ 2222462

The City funds reported deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Funds also defer revenue recognition in connection with
resources that have been received, but not yet earned. At the end of the current fiscal year, deferved revenue
reported in the general fund in the amount of $298,238 for assessments not yet due.

NOTE 6: INTERFUND RECEIVABLES AND PAYABLES

The cornposition of interfund balances at September 30, 2008 is as follows:

Due Due
From To
Government-type activities
General fund F 1,650,589 -
Debt service fund 15,976 2,041
Business-type activities
Water and sewer fund - 54,250
Non-mdajor Funds - 1,610,274
$ 1,666,565 1,666,565

Various Funds have made short-term advances to other funds. These advances, shown as “Due from Other
Funds™, are temporary in nature, bear no interest, and are considered “available spendable resources™
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NOTE 6: INTERFUND RECEIVABLES AND PAYABLES (Continued)

In addition to the above interfund loans, the following transfers were made between funds during the year

ended September 30, 2008:

Transfer Transfer
In Qut

Government-type activities

General fund 3 11,145279 10,620,707

Disaster relief fund 197,476 13,306,506

Capital project fund 3,741,265 -

[Debt service fund 6,000,000 -
Business-type activities

Water and sewer fund 12434852

Harbor fund 975415 -
Non-major funds - 186,795
Interndl service fund 265000 11.145.279

S 1572597287 35256287

The City transfers funds from the General Fund to pay for capital projects incurred.  Capital asset
purchases made in the disaster retief fund for the business type activities in the amount of $12,923,554 were
transferred. Also, capital expenditures made from insurance revenues in the amount of $11,145,279 were

transferred from the internal service fund to the general fund for proper ailocation of expenditures.

NOTE 7: CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2008 was as follows:

Balance Additions Deletions Balance
Qclober | Sept 30
Gaier | aathities:
(Capital assets not being depreciated
Land 3 26,851,047 86C,518 27,711,865
Cons luction in progiess - 3,410,236 3,410,236
Total capital assets not betng depreciated 26,851,047 4271054 - 31,122,101
Captial assets being d gpreciated
Buildings 13,875,570 455,739 14,331,309
Improvermnents 5,013,795 1,313,925 6,327,720
Infrastucture 239,120,057 4,630,308 - 243,750,365
Machinery & Equipment 8,133,983 925,582 (586,979) 8,472,586
Vehicles 14,640,642 2,529,060 {1,461,27%) 15,708,429
Total capital assets being depreciated 280,784,047 8,854,614 (2,048,252) 288,590,409
less accumulated depreciation for: -
Buildings 4,155,670 532,699 - 4,688,369
improvements 1,057,433 327,022 - 1,384,455
Infrastructure 69,033,507 2,985,115 - 72,018,622
Machinery & Equipment 4,931,938 1,228,491 (508,155} 5,652,274
Vehicles 8823116 1,101,874 {1,098,477) 2826513
Total accumulated depreciation 88,001,664 6,175,201 {1,606,632} 92,570,233
Total capital assets being depreciated, net 192,782,383 3679413 {441,620) 196,020,176
Governinental activities capital assets, net $ 219,633,430 7,950,467 (441,620) 227,142,277
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NOTE 7: CAPITAL ASSETS (Continued)

Balance Additions Detetions Completed Balance
October | Construction Sept 30
Business-type activities
Capital assets not being depreciated
Land $ 212,617 - - 212,617
Construction in progress 28,818,291 16,193,790 - (28,721,695) 16,290,386
Totai capital assets not
being depreciated 29,030,908 16,193,790 - (28,721,695) 16,503,003
Captial assets being depreciated
Buildings - 20,400 - 20,400
infrastructure 127,224,357 3,716,237 - 28,721,695 159,662,289
Machinery & Equipment 946,767 33,296 (49,302) - 930,761
Vehicles 1,870,379 101,392 (289,367) - 1,682,404
Total capital assets being
depreciated 130,041,503 3,871,325 (338,609) 28,721,695 162,295,854
Less accumulated depreciation for;:
Buildings “ 298 - - 268
Infrastructure 28,013,870 2,675,597 . . 30,689,467
Machinery & Equipment 536,257 66,970 (44,372) - 558,855
Vehicles 1,034,051 149,156 {249,160} - 934,047
Total accumulated
depreciation 29,584,178 2,802,021 {293,532) - 32,182,667
Total capital assets being
depreciated, net 100,457,325 979,304 {45,137) 28,721,695 130,113,187
Governmental activities
capital assets, net $ 129,488,233 17,173,094 (45,137 - 146,616,190

The depreciation expense was charged as direct expense to programs of the primary government as follows:

Governmental activities;

General government $ 554,813
Public safety 1,195,947
Public works 4,015,967
Cuiture and recreation 342 427

Health and welfare
Economic development

6,622

59.425

Total depreciation expense — governmental activitics $ 6175201
Business-type activities
Water and sewer $2.867,116
Joseph T. Jones memorial park 24,905
Total depreciation expense-business-type activities $2.892.021
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NOTE 8: LONG-TERM DEBT

(A) Governmental Activities

Transactions for the Year Ended September 30, 2008 are summarized as follows:

Payable Payable Due in one
Governmental Activities at 10/01/07 Additions Reductions __ &t 09/30/08 year
General obligation bords $ 20,710,000 10,000,000 2,230,000 28,480,000 2,410,000
Notes payable 23,600,324 - 1,164,376 22,435,948 1,162,981
Compensated absences 1,666,763 141,374 - 1,808,139 943,164
Claims ard judgments 41.000 - 1.00G 40.000 -
$ 46013080 10.141.374 1,395,376 52,764 087 4,516,143

{1} Generzal Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of major
capital facilities. General obligation bonds have been issued for City and activities, General obligation
bonds are direct obligations and pledge the full faith and credit of the City.

General obligation bonds generally are issued as serial bonds with certain amounts of principal maturing
each year. General obligation bonds currently outstanding are as foliows:

Due
Original Issue Interest Cutstanding in one
Purpose Amount Date Rate Amount Y ear
G/O public impovement $ 6,000,000 7171998 4.40 - 6.00% 3,780,000 290,000
G/O public imprvement 1,000,000 51172000 5,20% 250,000 120,000
G/0 refunding issue 9,580,000 12/1/2002 2.00 - 5.00% 5,330,000 945,000
G/O public impiovement 5,000,000 4/1/2003 3.50 - 425% 4,130,000 200,000
G/O refunding issue 6,160,000 8/5/2004 2.00 - 4.05% 4,990,000 545,000
G/0 refunding issue 10,000,000 11/1/2007 3.75 - 530% 10,000,000 310,000
§ 37,740,000 28,480,000 _§ 2.410,000
Annual debt service requirements to maturity for general obligation bonds are as follows:
Year Ended
September 30 Principal Interest Total
2009 $ 2,410,000 1,173,955 3,583,955
2010 2,535,000 1,069,663 3,604,663
2011 2,530,000 953,018 3,483,018
2012 2,660,000 841,707 3,501,707
2013 4,860,000 849,921 5,709,921
206142018 5,665,000 2,254,870 7,919,870
20192023 4,400,000 1,125,608 5,525,608
20242028 3,420,000 331,498 3,751,498
Total $ 28,480,000 8 8,600240 % 37,080,240
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NOTE 8: LONG-TERM DEBT (Continued)

Prior year defeased bonds:

(2}

in December 2002, the City issued General Obligation Refunding Bends, Series 2002, in the amount of
$9,580,000, to achieve debt service savings on the General Obligation Bonds, Series 1993, dated March 1,
1993, in the original principal amount of $14,455.00.

in August 2004, the City issued refunding bonds to defease certain outstanding bonds to achieve debt
service savings. The City has placed the proceeds from the refunding issues in irrevocable escrow accounts
with a trust agent to ensure payment of debt service on the refunded bonds. Accordingly, the trust account
assets and liabilities for the defeased bonds are not included in the City’s financial statements. Although
defeased, the refunded debt from these earlier issues will not actually be retired until the call dates have

come due or until maturity if they are not callable issues. On September 30, 2008, $5,710,000 of bonds
outstanding is considered defeased.

General Obligation Notes

The City issued general obligation notes to provide funding for various capital improvement projects. The
notes are also direct obligations of the City and pledge the full faith and credit of the City. General
obligation notes currently outstanding are as follows:

Issue Interest Outstanding Due in one
Description Date Rate Amount year

State of Mississippi CAP Revolving Fund
| 5-year note, $992,903 to construct fire

Stationsin the annexed area 8/4/1997 3.70% $ 252,449 3 71,791
State of Mississippi CAP Revolving Fund
15-year note, $425,000, to construct fire
Staionsin the annexed area 8471997 3.70% 116,254 33,060

Special Community Disaster Loan, various 2.75% 13,373,122

Federal Emergency Managetment Agency
5-year note, $13,373,122, to help offses
additional operating costs due to
Hurricane Katrina

Hancock Bank, Mississippi Development
Promissory Note, $10,000,000 authorized.

Proceeds of $589 489 reported on 1.05%

TBMA - The Bond Market over

Bond Market Assoctation Index 12/1/2000 TBMA 6,534,712 470,350
Hancock Bank, Lease Purchase Financing 1272072000 3.86% 2,159,411 587,780

Agreement, 5-year note, 83,000,000, to
finance machinery, equipment, and vehicles

for the public works and fire departments

Total general obligation notes $ 22435948 3 1162981

e erer— s L
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NOTE 8: LONG-TERM DEBT (Continucd)

The City issued general obligation notes to provide funding for various capifal improvement projects.  The notes
annual debt service requirements to maturity are as follows:

Year Ended
September 30 Principal [nterest Total
2000 3 1,162,981 $ 286,151 $ 1,449,132
2040 14,562,956 612,950 15,175,906
201 1,217,728 203,183 1,420,911
2012 838,970 160,595 999,565
2013 470,350 139,599 609,949
2014-2018 2,351,750 486,339 2,838,089
2019-2023 {, 778,130 141,364 1,919,494
2024-2028 53,083 1,594 54.677
Total § 22435948 3 2.031.775 $ 24 467723
(3) Compensated Absences

The City's policies relative to compensated absences, method of computing accrued liabilities and reporting
are discussed at Note 1. [t is estimated that in the governmentai-type activities: $943,164 of the accrued
liability of $1,808,139 and in the business-type activities: $6,614 of $12,598 for compensated absences will
be paid within one year. The General Fund has been used in prior years to liquidate the liability for
compensated absences,

{4) Claims and Judements

The City has a commitment to pay life insurance benefits of $1,000 upon the death of each retiree included
in the Firemen's and Policemen’s Disability and Retief Plan. The City elected to cancel its insurance policy
covering such claims and self-insure these benefits. Asa result, a total of $85,000 was recorded for the 85
remaining retirees receiving benefits effective Octaber 1, 1992, As of September 30, 2008, a total of 40
retirees and employees remain covered under the system. Accordingly, a liability in the amount of $40,000
has been included in the General Long-Term Debt at September 30, 2008. None of the liability for these
benefits is estimated to be paid within one year.

(5) Legal Debt Margin

Legal Debt Margin - The amount of general obligation bonded debt that can be incurred by the county is
limited by state statute. Total outstanding generat obligation bonded debt during a year can be no greater
than 15% of assessed value of the taxable property within the city, according to the then last completed
assessment for taxation. However, the limitation is increased to 20% whenever a ¢ity issues bonds (o repair
or replace washed out or collapsed bridges on the public roads of the city. As of September 30, 2008, the
amount of outstanding general obligation bonded debt was equal to 4.9% of the latest property assessments.

Mississippi law limits the amount of general obligation debt a municipality may issue to 15% of total
assessed valuation.  Gultport's lotal assessed valuation is $576,168,000; therefore, the 15% limitation
equals: $86,425,200; less GO Bonds outstanding of $28,480,000, leaving a margin for further debt issuance
of §$57,945,200.
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(6) No-Commitment Debt
The City authorized the issuance of $13,900,000 of Hospital Revenue Bonds in 1988, $17,725,000 of
Hospital Revenue Refunding Bonds in 1989 and $60,000,000 of Hospital Revenue Bonds in 2001, The
Series 1994A and 1994B Hospital Revenue Refunding and Improvement Bonds were issued in 1994 to
refund the 1988 and 1989 bonds and provide financing for expansion. The 2001 bonds were used to provide
financing for construction. As of September 30, 2008, the aggregate outstanding balance for the Hospital
Revenue Refunding Bonds net of unamortized discount was $89,311,974. These bonds do not constitute a
liability of the City, are not a charge against its general credit or taxing powers and, accordingly, are not
included in the City's General Long-Term Debt. However, as more fully discussed at Note 14, Memorial
Hospita} at Gulfport is a joint venture of the City and Harrison County.
(B) Business-type Activities
The following chanrges occurred in long-term debt liabilities reported in the Enterprise Funds for the vear
ended September 30, 2008:
Payable Payable Due i one
—Businesstvpe agtivifes at 10/01/07 Additions Redustions at09/30/08 VEATL
General Obligation Bonds 55,610,000 - 2,660,000 52,850,000 2,825,000
Notes payable 40,993,398 - 1,926,457 39,066,941 2,059,272
Compensated absences 6084 6787 - 12,873 6614
Totat 96600482 S 6,787 $ 4,580,457 $_02,020812 $ 4,890,886

(1} General Obligation and Revenue Bonds

These are bonds for which the City pledges income derived from the acquired or constructed assets to pay
debt service. Bonds outstanding ai September 30, 2008 are as fallows:

Original {ssue Interest Outstanding Due in one
Burpose Amount Date Raie Amount Year
Waer and Sewer ~
General Obligation
Refunding Ronds § 6,440,000 HU/I998  475-6.60% 1,495,000 740,000
General Obligation
Refunding Bonds 3,810,000 127272004  3.00-385% 3,690,000 350,000
General Obligation
Refunding, Bonds 5200000 4/142005  4.00-425% 4,680,000 190,000
Revenue Refunding 47565000 472005 263-4.34% 43,085,000 1,545,000
§ 63015000 $ 52950000 3 2825000
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NOTE 8: LONG-TERM DEBT (Continued)

Bonded debt service requirements to maturity are as follows:

Year Ended
09/30/09 Principal Interest Total

2009 $ 2,825,000 2,602,481 5,427,481
2010 2,935,000 2,475,608 5,410,608
2011 2,295,000 2,344,727 4,639,727
2012 2,405,000 2,236,258 4,641,258
2013 2,525,000 2,115,239 4,640,235
2014-2018 14,995,000 8,544,569 23,539,569
2019-2023 17,635,000 4,571,184 22,206,184
2024-2028 7,335,000 631,912 7,966,912
Total $ 52,950,000 25,521,978 78,471,978

Prior vear defeased honds:

On December 1, 1996, the City issued $6,000,000 of general obligation water and sewer bonds with an
average interest rate of 5.55% to provide funds for the purpose of repairing or improving the existing
combined water and sewer system of the City and for erecting or purchasing additional waterworks or other
public utility plants or distribution systems or franchises, and repairing or improving the same. The bonds
are backed by the full faith, credit and taxing power of the City. The balance of these bonds has been
recorded in the Water and Sewer Enterprise Fund, as it is the intention of the City to use utility revenue to
service these bonds,

On August i, 1998, the City issued $6,440,000 of general obligation refunding bonds with an average
interest rate of 4.75% to refund the Series 1992 $8,800,000 Combined Water and Sewer System Revenue
Refunding Bonds of the City. The refunding of these bonds made available the restricted cash and
investments of $875,000 required to be held by the Series 1992 bonds. The new bonds were used to
purchase existing waterworks or other public utility plants or distribution systems or franchises, and
repairing or improving the same. The bonds are backed by the full faith, credit and taxing power of the
City. The balance of these bonds has been recorded in the Water and Sewer Fund, as it is the intention of
the City to use utility revenue to service these bonds.

In December 2004, the City issued refunding bonds to defease certain outstanding bonds to achieve debt
service savings. The City has placed the proceeds from the refunding issues in irrevocable escrow accounts
with a trust agent to ensure payment of debt service on the refunded bonds. Accordingly, the trust account
assets and liabilities for the defeased bonds are not included in the City’s financial statements. Aithough
defeased, the refunded debt from these earlier issues will not actually be retired until the call dates have
come due or until maturity if they are not callable issues. On September 30, 2008, $3,755,000 of bonds
outstanding is considered defeased.
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NOTE 8: LONG-TERM DEBT (Continued)

[nt July 2005, the City issued refunding bonds to defease certain outstanding bonds to achieve debt service
savings. The City has placed the proceeds from the refunding issues in irrevocable escrow accounts with a
trust agent to ensure payment of debt service on the refunded bonds. Accordingly, the trust account assets
and liabilities for the defeased bonds are not included in the City’s financial statements. Although defeased,
the refunded debt from these earlier issues will not actually be retired untit the call dates have come due or
until maturity if they are not callable issues. On September 30, 2008, $46,225,000 of bonds outstanding is
considered defeased.

(2) Business Agctivities Note Obligations

The City's utility enterprise fund finances extensions and improvements to its system through note
obligations that are subordinate to the revenue bonds.

The utility maintains state revolving loans, which enabled the City to provide sewer services in needed
areas. These loans are to be repaid over a period of twenty years, bearing interest rates of 3% - 4.5% per
annum. Payment on these icans is made by way of sales tax reductions from amounts due to the City for
sales taxes collected in the City. The Water and Sewer Fund then reimburses the General Fund for the
amount of the deduction.

A summary of note obligations outstanding at September 30, 2008 is as follows:

QOriginal Issue [rterest Outstanding Due in
Purpose Amount Date Rate Amount One vear
State Revolving Fund
Loans § 45,291,182 various 3.0-4.5 35,640,131 2,029,622
Community Disaster Loan 2,985,089 various G 2,985,689 -
MS Development Bank 598489 various % of prime 441.121 29,650
Total § 48875360 336060041 _§ 2059272

The notes annual debt service requirements to maturity are as follows:

Year Ended
09/30/09 Principal Interest Total

2009 $ 2,059,272 331,900 2,391,172
2010 2,106,827 299,264 2,406,091
2011 5,141,390 444,635 5,586,025
2012 2,124,935 231,744 2,356,679
2013 2,083,155 199,137 2,282,292
2014-2018 8,905,659 764,292 9,669,951
2019-2023 9,392,155 368,907 9,761,062
2024-2028 7.253,548 65.993 7,319,541
Total $ 39,066,941 2,705,872 41,772,813
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NOTE 9: FUND RESERVES

Fund reserves are portions of fund equity that are legally segregated for a specific future use or are not
available for current operations. Following is a description of fund reserves used by the city:

Reserved for emcumbrances — An account that represents a portion of the fund balance for
commitments related to unperformed contracts.

Reserved for debt service — An account that represents the fund balance for the Debt Service Fund
resources which are legally restricted for the payment of general long-term debt principal and
interest amounts maturing in future years.

Reserved for special revenue — An account that represents the fund balance of special revenue
funds that are designated either by legal obligations or by federal required separation of assets to
be used for specific purposes.

Reserved for capital projects — An account that represents the fund balance of the bond revenues
received for capital improvements.

Restricted funds ~ donor imposed - The city received $100,000 for the senior citizens. The
principal cannot be expended.

Unreserved — Designated for subsequent year appropriation — An account which represents the
amount of cash reserves designated for budgetary purposes to cover budgeted expenditures in
excess of budgeted revenues.

NOTE 10: UNEMPLOYMENT COMPENSATION FUND

In accordance with Mississippi Code Section 71-5-359(f), the City has obtained a surety bond and posted
this bond with the Mississippi Employment Security Commission in lieu of maintaining a cash reserve.

NOTE 11: RISK MANAGEMENT
{A) Description

The City's risk management activities are recorded in the Claims Contingency Fund and the Group Life and
Health Fund. The purpose of these funds is to administer general liability, police professional Hability,
automobile and property liability, workers’ compensation, employee life, and employee health insurance
programs of the City on a cost-reimbursement basis. These funds account for the risk financing activities of
the City but do not constitute a transfer of risk from the City.

In compliance with the Tort Claims Act, Chapter 46 of Title 11 and as amended by the 1993 Legislature,
Section 11-46-17{3) requires all municipalities from and after October 1, 1993, to obtain such policies of
insurance, establish self-insurance reserves, or provide & combination of insurance and reserves necessary to
cover all risks of claims and suits for which a municipality may be liable under the Tort Claims Act.

In order to assure compliance with the Tort Claims Act, House Bilt 417 established the Mississippi Tort
Claims Board. Municipalities are required to submit plans of insurance, self-insurance and or reserves to
the Tort Claims Board for approval,
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NOTE 11: RISK MANAGEMENT (Continued)

The City is in compliance with the above by providing a combination of insurance and reserves for its tort
liabilities, as well as for all of its other risk management activities. A description of these programs is
included below:

Significant losses are covered by commercial insurance. There have been no significant reductions in
insurance coverage and settlement amounts have not exceeded insurance coverage for the current year or
the three prior years. The following summary reflects the City's insurance coverage and self-insured risk
retention (SIR);

Workers' Compensation

Per occurrence deductible (SIR) $500,000
Annuai aggregate risk of loss through deductibles $2,258,686
Specific excess coverage in force Statutory

Employee Health Insurance

Per occurrence deductibie {(SIR) $125,600

Annual aggregate risk of loss through deductibles $628,840
Generai and Other Liability Coverage

Per occurrence deductible {(SIR)} $100,000

Annual aggregate risk of loss through deductibles $700,000
Specific excess coverage in force $1,000,000/Occurrence

(no aggregate limitation)

Property Coverage

Named Windstorm 5% per location

All Other Wind $100,000

All other perils $100,000/Occurrence
Wind on Water Towers $100,000

Specific excess coverage in force

Buildings $30,594,082
Contents $2,656,302
Signs $768,400

(B} Claims Liability

The City records an estimated {iability for employee health care, workers' compensation, toris, and other
claims against the City. Claims liabilities are based on estimates of the ultimate cost of reported claims
(including future ¢claim adjustment expenses) and an estimate for claims incurred but not reported based on
historica} experience.
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Unpaid Claims Liabilities

The funds establish a liability for both reported and unreported events, which includes estimates of bath
future payments of losses and related claim adjustment expenses. The following represent the changes in
approximate aggregate liabilities for the City from October 1, 2006 to September 30, 2008:

Claims
Contingeacy Group Life
Fund (Worker's and Health Fund
Compensation (Health Care
and Tort Claims Claims
Liability balance, Qctober 1, 2006 # 5 1,879,607 5 326,407
Claims and changes in estimates (167,329 4,474,669
Claims paymentis {632,278) (4,191,076)
Liability balance, September 3¢, 2007 1,080,000 610,000
Claims and changes in estimates 1,044,824 4,266,878
Claims payments (1,051,079 (4,536,375)
Liability balance, September 30, 2008 $ 1,073,745 S 340,503
Asscts available to pay claims al
September 30, 2008 ) 2,840,395 3 608,449

The City's third-party claims administrator deveiops the Cily’s reserves, including estimates for claims
incurred but not reported. Administrative officials have reviewed the reserve estimates and consider them
fairly stated. Additionally, the liability has been actuarially evatuated and found to be reasonable.

NOTE 12: DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT GRANT PROGRAMS

The City receives annual entitlement grants from the Department of Housing and Urban Development

Community Block Grant Program. The following represents the status of grant awards at September 30,
2008:

{A) Community Development Entitlement Grants

Funds Drawn Funds Drawn
Awand and Expended and Expended Balance of
Grant Number Amoust in fre 2008 __.inprigrvears. .. . Awards ..
B-05-MC-28-0002 $ 875,259 34,215 §41,044 -
B-06-MC-28-0002 785554 785,554 - -
B-07-MC-280002 783,598 470,295 - 313,303
B-08-MC-28-0002 136370 - - 136,370
S lTsl 200 e L0406,
(B} Home Investment Partnership Program
Funds Drawn Funds Drawn
Award and Expended and Expended Balance of
Grant Number Amount in fye 2008 in prior years Awards
B-05-MC-28-0002 $ 836,355 358,430 477,925 -
B-06-MC-28-0002 774,398 168,720 - GO5,678
B-G7-MC-28-0002 768,297 - - 168,297
B-(8-MC-28.0002 726,600 - - 729,600
b 3,108,650 327,150 477,925 2103575
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NOTE 13: OTHER COMMITMENTS AND CONTINGENCIES
(A} Federal Grants

In the normal course of operations, the City receives grant funds from various Federal agencies. The grant
programs are subject to audit by agents of the granting authority, the purpose of which is to ensure
compliance with conditions precedent to the granting of funds. Any liability for reimbursement, which may
arise as the result of these audits, is not believed to be material.

(B} Contract Commitments

Construction Contracts - The foliowing significant contracts were outstanding at September 30, 2008,

Contract xpended Remaining
Amount to Dale Contract
Klein Road Sewer $ 3,890,524 2,580,518 1,310,006
Elevateded Tank Repairs 1,683,000 636,132 1,046,868
Three Rivers Road Sewer Improvements 672,126 391,927 280,199
Brentwook Sewer Improvements 796,223 444,930 351,293
Arca | Water & Sewer Repah/Replace 698,174 374,797 326,377
Area 2 Sewer Repair/Replace (Engincer) 434,178 144,012 290,166
Area 2 Stormwater Repair/Replace (Engineer) 375,699 169,811 205,888
Area 2 Water Repair/Replace {Engincer) 213,500 101,856 111,644
Arca 3b Walter & Sewer Repair/Replace 23,267,045 8,038,117 15,228,928
Arez 3a Water & Sewer Repair/Replace 8,022,656 1,184,355 6,838,301
Area 3¢ Water & Sewer Repair/Replace (Engineer) 1,800,000 92,925 1,707,075
Forrest Heights Waler Main 1,040,003 164,427 875,576
Joseph & Fournier Drainage 822,186 384,907 437,279
Forrest Heights Levee 722,342 346,716 375,626
Area | Storm Drainage 526,802 353,988 172,814
Orange Grove Community Center 32,843 55,081 27,762 *
West Side Communty Center 1,848,044 500,043 1,348,001 *
Gaston Hewes Reereation Center 1,643,295 685,892 959403 *
Feed My Sheep 939,471 603,818 385,653 *
Grasslawn 93,700 90,397 3,303
City Hall 798,765 178,982 619,783 *
New Dedeanx Road Community Center 306,950 246,823 60,127 *
Cenlennial Museum 255,581 121,522 134,059 *
Arimese Tuggle 35,086 40,447 (5,361) *
Gaston Point 659,833 204,455 455,378 *
Guifport Sportsplex 180,124 364,197 415,927 *
Chales Walker Senior Center 1,501,081 608,025 893056
DPW Warehouse 690,561 565,939 124,622 *
DPW Main Building 51,780 45,814 5,966 *
Wille Locke 428,027 373,785 54,242 *
Katie Patterson Booth 248,896 222456 26,440 *

$ 55,350,493 3 20,314,094 3 35,036,401

* contract payments 1o date do not include
project management fees of $1.5 million.
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NOTE 13: OTHER COMMITMENTS AND CONTINGENCIES (Continued)
(C) Litigation

The City is party to various legal proceedings, which normally occur, in governmental operations. These
legal proceedings are not likely to have a material adverse impact on the affected funds of the City, In
addition, the City currently has approximately $1,073,745 accrued in the Claims Contingency Fund for
pending or threatened litigation for which unfavorable outcome is considered probable. See Note 11 for the
treatment of claims incurred but not reported and other tort liability information.

NOTE 14: JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATIONS

L. JOINT VENTURES

(1) Memerial Hospital at Gulfport (MHG)

MHG is an acute care, not-for-profit community hospital jointly owned by the City and the Gulfport-West
Harrison County Hospital District.  The Board of Trustees of MHG pursuant to section 41-13-15 et seq.
Mississippi Code of 1972, as amended operates it. MHG is classified as a joint venture between the City
and the Gulfport-West Harrison County Hospital District. The following is a synapsis of MHG's financial
statements as of and for the year ended September 30, 2008, a copy of which is on file at the administrative
offices of Memorial Hospita! located at 4500 13th Street, Gulfport, Mississippi 39501, or may be acquired
by calling (228) 865-3078.

STATEMENT OF NET ASSETS
(amounts expressed in mittions of dollars}

ASSETS
Currenl assels $ 138.6
Non current cash and investments 1259
Capital assets j48.4
Other asscts 2.9
Total assets s 415.8

LIABILITIES AND FUND EQUITY
LIABILITIES

Current liabilties ) 46.8
Long-terin abilities 87.3
Total liabilitics 134.1
NET ASSETS
Net assels 279.5
Restricted net assets 2.2
Total net assets 2817
Total Habilities and nel assets $ 4158

STATEMENT OF REVENUES AND EXPENSES
AND CHANGES IN NET ASSETS
{amounts expressed in millions of doilars)

Operating revenue $ 3103
Operating expenses 272.9
Depreciation and amortization 18.7
Nenoperaling revenues, net 2.3

Change n net assets ) 210
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NOTE 14: JOINT YENTURES AND JOINTLY GOVERNED ORGANIZATIONS (continued)

The City has no transactions with MHG that are included in the City's financial statements. All general
obligation bonds issued on behaif of Memorial Hospital were paid off during prior fiscal year. See Note
8(A) for additional information pertaining to conduit debt issued for Mermorial Hospital.

(2) Harrison County Wastewater and Selid Waste Management District

The City is a member of the Harrison County Wastewater and Solid Waste Management District (District),
which was established by an act of the Mississippi Legislature to provide for adequate wastewater treatment
and solid waste disposal services to the citizens of Harrison County, Mississippi. The governing board is
comprised of one member from each of the cities and county who are members of the District. Through a
fifty-year contract, the City is obligated to pay monthly, its pro-rata share of all operating, administrative,
and capital costs of the District. Additionally, the City is jointly and severally lable for all of the labilities
of the District. The District is classified as a joint venture between the City and the other members.

The following is a synopsis of the District’s financial statements as of and for the year ended September 30,
2008, a complete copy of which is on file at the administrative offices of the District which are located at
143108 Airport Road, Gulfport, Mississippi 39503, or may be ohtained by calling (228) 868-8752,

STATEMENT OF NET ASSETS
{amounts expressed in miilions of dollars)

ASSITS
Current assels $ 12.9
Restricted assets 20.3
Capital assets 83.2
Other assets 1.9
Total assets ) 118.3

LIABILITIES AND FUND EQUITY

Current liabilties K] 8.1
Current liabilities from resiricted assets 5.4
Long-term liabiities 125.3

Total liabilities 1388

NET ASSETS

Net agsels (36.8)
Restricted nel assets 16.3
Total net assels 20.5)
Tetal liabilities and nel assets 3 1183

STATEMUNT OF REVENUES AND EXPENSES
AND CHANGES IN NET ASSETS
{amounts expressed in millions of dellars)

Operating revenue 3 17.3
Operating expenses 17.2
Depreciation and amortization 5.1
Nonoperating revenues, net 2.9
Change in net assels by 2.1
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NOTE 14: JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATIONS (Continued)

The following financial information concerning lransactions with the District nas been included in the City’s
financial statements under the following captions:

Water and Sewer Enterprise Fund

Statement of Revenues, Expenses and
Changes in Net Assets
Contraciual services (solid waste
and wastewater treatment charges) $ 455761

1. JOINTLY GOVERNED ORGANIZATIONS

Gulfport-Biloxi Regional Airport Authority

The Guifport-Biloxi Regional Airport Authority was chartered on August 25, 1977, and assumed control of
the Airport on Qctober 1, 1977. The authority is comprised of one appointee cach from the local
governmental units of the City of Guifport, the City of Biloxi, and Harrison County. These governmental
units have agreed to subsidize the Airport annually, if necessary. During the past fiscal year, the City
provided $115,000 to the Gulfport-Biloxi Regionai Airport in order to assist in the operation of the facility.

NOTE 15: RETIREMENT PLANS
L. Defined Benefit Plans

The City participates in two retirement systems administered by the Public Employees' Retirement
System of Mississippi (PERS). Both systems are defined perefit plans and include a multi-employer;
cost-sharing pension plan and an agent multi-employer pension plan as described below:

A. Membership and Benefit Provisions

(1) Public Employee's Retirement System

PERS provides retirement and disability benefits, 2nnual cost-of-living adjustments, and death benefits
to plan members and beneficiaries. Benefit provisions are established by Section 21-11-1 et seq,
Mississippi Code Annotated (1972), and may be amended only by the State of Mississippi Legislature.

Substantiatly all of the City’s full-time employees participate in PERS, a multi-employer, cost-sharing,
defined benefit public employee pension plan. Membership in PERS is a condition of employment,
eligibility is granted upon hiring for all qualifying employees. if approved, membership a condition of
employment. Members who terminate employment and are not eligible to receive monthly retirement
benefits may request a refund of their accumulated employee contributions plus interest.

Pasticipating members who are vested and retire at on afler age 60 or those who retire regardless of age
with at least 25 years of credited service are entitled, upon application, to an annual retirement
allowance payable monthly for life in an amount equal to 2 percent of their average compensation for
each year of credited service through 25 years, plus 2 ¥ percent each year of credited service over 25
years. For members who entered the system prior to July 1, 2007, benefits vest upon comptetion of
four years of membership service. For members who entered the system on or after July 1, 2007,
benefits vest upon completion of eight years of membership service.
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NOTE 15: RETIREMENT PLANS {continued)

A cost of living payment is made to eligible retirees and beneficiaries. The cost of living adiustment is
equal to 3 percent of the annual retirement allowance for each full fiscal year of retirement prior to the
year in which the member reaches age 55, plus 3 percent compounded for each year thereafter
beginning with the fiscal year in which the member turns age 55.

PERS issues a publicly available financial report that includes financial statements and required
supplementary information. That information may be obtained by writing to Public Employee
Retirement System, PERS Building, 429 Mississippi Street, Jackson, MS 39201-1005 or by calling
{(601) 359-3589 or 1-800-444 PERS.

2, Municipal Retirement Systems:

The City contributes to the Municipal Retirement Systems' Fire and Police Disability and Relief Funds
(MRS), an agent multiple-employer defined benefit pension plan administered by the Public
Empioyees' Retirement System of Mississippi, MRS provides retirement and disability benefits and
death benefits to plan members and beneficiaries. At September 30, 2007, the date of the most recent
actuarial verification available, the MRS are composed of 19 separate municipal retirement and fire and
police disability and relief systems. Benefit provisions are established by Section21-29, Articles
1,3,5,7, Mississippi Code Annotated (1972), and annual local and private legislation and may be
amended only by the State of Mississippi Legislature.

Membership ir the Fire and Police Disability and Relief Systems was granted to zil City uniformed
police officers and fire fighters who were not already members of PERS and who were hired prior to
July 1, 1976. Employees hired after July 1, 1976 automatically become members of PERS. MRS was
fully closed to new members July 1, 1976. Members who terminate employment from all covered
employers and are not eligible to receive monthly retirement benefits may request a refund of employee
contributions.

Participating employees who retire regardless of age with at least 20 years of credited service are
entitled to an annual retirement ailowance payable monthly for life, in an amount equal to 50 percent of
their average monthly compensation and an additional 1.7 percent for each year of credited service
over 20 years not {0 exceed 66-2/3 percent of average monthly compensation, Average monthly
compensation is the monthly average for the last six months of service. The City provides a minimum
monthly retirement allowance of $500 under the MRS, Benefits vest upon reaching 20 years of credited
service, MRS also provide certain death and disability benefits. Benefit provisions are established by
Sections 21-29, Articles 1, 3, 5 and 7, Mississippi Code Annotated (1972) and annual local and private
legisiation. Statufes may be amended only by the state legislature,

B. Actuarial Asset Valuation

By statute, actuarial valuations of PERS must be performed at least once in each two-year peried as of
June 30, with the most recent being June 30, 2008. An actuarial valuation of MRS is required to be
performed at least once in each four-year period as of September 30, with the most recent being
September 30, 2007. All plans presently have actuarial valuations performed annually. Each valuation
may be affected by changes in actuarial assumptions and changes in benefit provisions since the
preceding valuation.
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NOTE 15: RETIREMENT PLANS (continued)

C. Funding Policy and Annual Pension Costs

Contribution provisions for PERS are established by state statue. The adequacy of these rates is
assessed annually by actuarial valuation, Contribution provisions for MRS are established by state
statue, annual iocal and private legislation and may be amended only by the State Legislature.

The following table provides information conceming funding and actuarial policies (express in

thousands):
PERS MRS

Contribution rates:

State 11,85% N/A

Other employers N/A .73 - 8.73 mills

Plan members 7.25% 7.00% - 10.00%
Anaual pension costs $683,189 $15,426
Employer contributions made $683,189 $14,979
Actuarial valuation date June 30, 2008 Sept. 30, 2007
Actuarial cost method Entry Age Entry Age
Amoriization method Level Level

percent open doliar closed
Remaining amortization period 29.4 years 27.0 years
Assef valuation method S-year S-year
smoothed market smoothed market

Actuarial assumptions

Investment rate of return 8.00% 8.00%

Wage inflation rate 4.00% 4.00%

Projected salary increases 5.00% - 15.00% 4.50% - 6.00%

Increases in benefits after retirement * 3.00% 2.00% - 3.75%

Proposed annual employer contribution

rates for fiscal year 2010 12.00%

# calculated 3% simple interest 10 age 55, compouned each year thereafter for PERS
and varies depending on municipality for MRS

D. Three-year Trend Information

The following table provides the employer contribution to PERS and MRS for the last three fiscal
years:

PERS MRS

Confributions
2006 $ 2,469,704 $ 1,079,199
2007 2,785,677 1,137,920
2008 3,358,530 1,418,886
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NOTE 15: RETIREMENT PLANS (continued)

E. Funded Status and Funding Progress

Ten-year historical trend information showing PERS' progress in accumulating sufficient assets to pay
benefits when due is presented in the PERS June 30, 2008 financial report.

Ten-year historical trend information showing MRS’ progress in accumulating sufficient assels to pay
benefits when due is presented a table in the required supplemental information section of this report. The
most recent actuarial report for MRS is September 30, 2007.

1I. Deferred Compensation Plan

The Mississippi Public Employees™ Retivement System (PERS) offers the City's employees voluntary
participation in a deferred compensation plan created in accordance with Internal Revenue Code Section
457, The Plan, available to all City employees, permits them to defer a portion of their salary until future
years. The deferred compensation is not available to employees until termination, retirement, death, or
unforeseeable emergency.

Effective January 1, 1997, the Plan was amended by the State in accordance with the provisions of IRC
Section 457(g). On that date, assets of the Plan were place in trust by the State for the exclusive benefit of
participants and their beneficiaries. The requirements of that IRC Section prescribe that the assets are no
fonger subject to the claims of the City's general creditors. Accordingly, the assets and the liabilities for the
compensation deferred by plan participants were removed from the City’s financial statements during the
year ended September 30, 1997, As of September 30, 2008 and 2007, assets held by PERS for participants
employed by the City of Gulfpert, Mississippi approximated $2,922,595 and $2,589,603 respectively.

NOTE 16: OTHER POSTEMPLOYMENT BENEFITS
Plan Description

The City of Gulfport Insurance Committee administers the City’s selfiinsured medical and dental plan.
Since retires may obtain health and dental insurance by participating in a group active employees and
consequently receive health insurance premium rate differential, the City has a postemployment healthcare
benefit reportable under GASB 45 as a single employer defined benefit health care plan. Effective June 1,
2008, the City implemented GASB Statement 45 prospectively, which requires reporting on an acerual basis
the liability associated with other postemployment benefits, The City does not issue a publicly available
financial report for the Plan,

Funding Policy

No contributions towards other postemployment benefits (OPEB) are made. Employee’s premiums are
funded by the City with additional funding provided by the retired employees and by active employees for
spouse and dependent medical and dental coverage. The Plan is financed on a pay-as-you-go basis. The
City Insurance Committee makes recoramendations to the City Council who have the sole authority for
setting health and dental insurance premiums for the Plan.

Actuarial Valuation
The insurance actuarial report on the City of Gul(port's Postemployment Benefits Other than Pensions was

prepared as of October 1, 2008, The Plan presently has an actuariai valuation performed annually in order
to be in compliance with GASB Statement 45.
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NOTE 16: OTHER POSTEMPLOYMENT BENEFITS (continued)
Annual OPEB Cost and Net OPEB Obligation

The City’s annual OPEB cost is calculated based on the annual required contribution of the employer
{ARQ), an amount actuarially determined in accordance with the parameters of GASB Statement 45. The
ARC was determined assuming the Plan would fund OPEB liability on a pay-as-you-go basis, The ARC
represents the level of funding that, if paid on an ongoing basis, is projected to cover normal costs each year
and amortize any unfunded actuarial Habilities (or funding excess) over a period not to exceed thirty years,
The current ARC of $340,503 is less than 1% of the annual covered payroil.

The following table presents the OPEB cost for the year, the amount contributed and changes in the OPEB
Plan for the fiscal year 2008:

Annual required contribution $ 340,503
Interest on prior year net OPEDB obligation
Adjustment to annual required contribution -

Annual OPEB cost 340,503
Contributions made 298,551
Increase in net OPEB obligation 41,952
Net OPEB obligation - Beginning of year -
Net OPEB obligation - End of year 5 41,952

Funding Status and Funding Progress

The following table provides funding information for the most recent actuaria!l valuation date:

Actuariai Valuation Date October 1, 2008
Actuarial Value of Assets 30
Actuarial Accrued Liability (AAL) Entry Age Normal $6,086,919
Unfunded AAL (UAAL) $6,086,919
Funded Ratio $0
Annual Covered Payroli $22,142,652
UAAL as a Percentage of Annual Covered Payroll 27.49%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about
future employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded
status of the Plan and the annual required contributions of the employer are subject to continual revision as
actual results are compared with past expectations and new estimates are designed to present multiyvear
trend information about whether the actuarial value of pian assets is increasing and decreasing over time
relative to the actuarial acerued liability for benefits.
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NOTE 16: OFHER POSTEMPLOYMENT BENEFITS (continued)
Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan {the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between employer and plan members at
that point. The actuarial methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent
with long-term perspective of the calculations, Additional information as of the latest actuarial valuation

follows:
Actuarial valuation date Qctober 1, 2008
Actuarial cost method Entry Age Level
Amortization method Level percent open
Remaining amortization period 30 years
Asset valuation method N/A
Actuarial assumptions
Projected salary increases 3.00%
Healthcare cost trends 5.00%
Discount rate 4.50%

NOTE 17: SUBSEQUENT EVENTS

Final Judgment on Eminent Domain —

On September 25, 2008 final judgment was made to an on-going eminent domain case City of Gulfport
Mississippi_ v, Dedeaux Utility Company, Inc.  The City was ordered to pay & total of $5,131,676 to
Dedeaux itility Company, Inc. for the purchase of its water and sewer utility assets. Of this amount,
$2,277,079 had already been paid prior to this fiscal year leaving a remaining $2,854,597 to be submitted.
This amount was paid on October 22, 2008, Na liability for this pending claim had been accrued prior to
this year due to uncertainty as to the outcome. This amount has been accrued as an accounts payable in the
water and sewer fund for the year ended September 30, 2008.

Land Purchase —

Land was purchased subsequent to the fiscal year end for the placement of various utilities that will service
the new Municipal Complex Building. The land was purchased on October 21, 2008 for the amount of
$182,500,
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CITY OF GULFPORT, MISSISSIPPL
Required Supplementary Information
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
General Fund
Major Governmential Funds
For the Fiscal Years Ended September 30, 2008

General Fund

Variance with

Actual Final Budget
Budget Budget Favorable
Original Final Basis (Unfavorable)
Revenues:
Taxes
Property § 13,722,000 5 13,722,000 14,429,316 § 707,316
Sales 22,730,000 22,780,000 22,112,127 (667,873)
Franchise 3,300,000 3,300,000 3,670,923 370,923
Public service 1,053,000 1,053,000 1,024,865 {28,135}
Gaming 3,600,000 3,600,000 3,300,352 {99,648)
Licenses and permits 2,177,000 2,177,000 2,228,449 51,449
Intergovernmental 125,000 1,666,261 970,002 (696,239)
Charges for services 946,000 1,050,454 962,093 (88,351)
Fines and forfeits 1,600,000 1,600,000 1,888,996 288,996
Interest $00,000 800,000 372,912 (427,088}
MisceHangous 1,010,200 1,741,945 1,078,229 (663,716)
Total revenues 51,113,200 53,490,660 52,238,264 (1,252,396)
Expenditures:
General government
Personnel services 4,981,192 4,993 234 4,821,557 171,677
Supplies 216,452 216,01 171,983 44,026
Other services 2,315,129 2,649,426 2,420,069 229,357
Capital outlay 278,691 489,618 227,181 262,437
Total 7,791,464 8,348,289 7,640,792 707,497
Poiice
Personnel services 16,080,235 17,136,276 15,508,614 1,027,662
Supplies 1,582,200 1,895,709 1,899,575 (3,865)
CGiher services 1,648,391 2,394,267 2,001,745 392,522
Capital outlay 450,000 1,143,401 939,003 204,398
Total 19,760,826 22,569,653 20,348,937 2,220,716
Fire
Personnel gervices 11,205,748 11,059,748 10,888,955 170,793
Supplies 411,175 616,881 573,652 43,229
Other services 330,709 394,365 345,247 49118
Capital outlay 1,573,289 2,432,093 2,065,930 366,163
Total 13,520,921 14,503,087 13,873,784 629,303
Public works
Personnel services 2,793,775 2,711,791 2,603,739 108,052
Supplies 1,999,562 2,207,545 2,170,584 36,931
Olher services 5,140,604 5,242,664 5,120,259 122,405
Capital outlay 1,000,000 1,462,224 1,369,465 92,759
Total 10,933,941 11,624,194 11,264,047 360,147
Economic development
Personnel services 2,498,999 2,498,999 2,149,550 349,449
Supplies 48,216 69,522 53,898 15,624
Other services 526,247 703,353 547,393 156,160
Capital outlay 192,230 198,649 91,283 107,366
Total 3,265,712 3,470,723 2,842,124 628,599

The accompanying noies to the Required Supplementary Information

are an integral part of these financial statements,

(Centinued on next page}
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Changes in Fund Balance - Budget and Actual (continued)
General Fund
Major Governntental Funds
For the Fiscal Years Ended September 30, 2008

General Fund

Variance with

Actual Final Budget
Budget Budget Favorable
Original Finai Basis {(Unfavorable)
Culture and recreation
Personnel services 3,287,471 3,093,384 2,889,204 204,180
Supplies 697,900 768,047 767,094 953
Other services 857,421 1,079,676 1,078,579 1,097
Capital outlay 343,248 628,365 401,152 227,213
Tatal 5,186,040 5,569,472 5,136,029 433,443
Total expenditares 60,438,904 66,085,418 61,105,713 4,978,703
Excess (deficit) of revenues
over expendilures {9,345,704) {12,594,758) (8,867,449 3,927,309
Other financing sources (uses)
Proceeds of loans B 1,209,465 1,209,465 -
Sale ol capital assets 28,000 241,461 220,961 (20,500)
Transfers out {11,667,000) 13,620,707 {10,620,707) 3,000,000
Total other financing
sources (uses) (11,639,000) (12,169,781) (9,190,281) 2,979,500
Changes in fund balance (20,984,704) {24,764,539) (18,057,730) 6,706,809
Fund balance - Qctober § 29,654,181 29,654,181 29,654,181
Fund balance - September 30 5 8,669,477 5 4,889,642 S 11,596,451 $ 6,706,809

The accompanying notes to the Required Supplementary [nformation
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Changes in Fund Balance - Budget and Actual
Disaster Relief Fund
Major Governmental Funds
For the Fiscal Years Ended September 30, 2008

Disaster Relief Fund

Variance with
Final Budget

Budpet Favorable
Crriginak Final Actual (Unfavorable)
Revenues:
intergovernmental 5 76,840,138 5 121,956,246 $ 13,132,493 § (108,823,750
Total revenues 76,844,138 121,956,246 13,132,493 {108,823,753)
Expenditures:
General government
Personnel services - - 3,945 (3,945)
Supplies 96,495 96,495 - 96,495
Other services 12,650,009 12,627,087 676,684 11,950,403
Capital outlay 801,862 801,862 - 801,862
Total 13,548,366 13,535,444 680,629 12,844,815
Public safety
Personnel services 37,165 37,165 162,585 {125,420)
Supplies 926,307 926,307 518,709 407,598
Other services 2,152,230 2,152,230 - 2,152,230
Capilal outlay 56,801 56,801 - 36,801
Total 3,172,503 3.172.503 681.294 2,491,209
Public works
Personnel services - . 9911 9,911
Supplies 216,074 233,948 47,567 186.381
Other services 3,812,942 4,217,331 2,982,273 1,235,058
Capital outlay 39.105,519 39,105,519 8.930,912 30,174,607
Tolal 43,134,535 43,556,798 11,970,663 31,586,135
Econpmnic development
Personnel services - - 2,278 (2,278)
Supplies - - 43,531 {43.531)
Olher services 4,861,048 5,306,849 1,759,620 3,547,229
Capital outlay - - - -
Tolat 4.861,048 5.306.849 1.805.429 3,501,420
Culture and recveation
Personnel services - - 1,283 (1,28%)
Supplics 470,598 470,598 137,350 313,248
Othet services 8,390,840 18,425,094 968,823 17,456,269
Capital outlay - - - -
Total 8,861,433 18.8935,692 1,107,458 17.788.234
Total expenditures 73,577.890 84.457.286 16,245,473 63,211,513
Excess (deficit) of revenues
over expenditures 3,262,248 37,498,960 {3,112,980) (40,611,940}
Other financing sources {uses)
Transfers in - 197.476 197.476 -
Total other financing
sources {uses) - 197,476 197476
Changes in fund balance 3,262,248 37,690,436 (2,915,504} (40,611,940
Fund balance - October | 3.842.822 #,842.822 8,842,822
Fund balance - September 30 5 12,105.070 § 46,539,258 5 3927318 5 (40,611,940)

The accompanying notes to the Reguired Sapplementary Information
are an integral part of these financial statements,
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CITY OF GULFPORT
Notes to the Required Supplementary Information and
Reconciliation of Budget to GAAP — Major Governmental Funds
For the Fiscal Year Ended September 30, 2008

Note 1: Budgetary Presentation:

State statues authorize the State Auditor to regulate the municipal budget process. Expenditures must be
defined to the minimum level prescribed by the State Auditor. The State Auditor has set this level at the
purpose level. Municipalities are prohibited from spending in excess of the lowest evel adopted in the
budget except for capital outlay, election expense and emergency warrants.

The budgetary comparisons present budget figures at the legal level of control. The City Council formaily
adopts the annual budget for the General Fund with revenues segregated by source (ad valorem tax,
licenses and permits, intergovernimental, etc.). The General Fund expenditure budget is set at the character
level (current, capital outlay, debt service) for each department (function) with current expenditures further
detailed at the object level (personal services, supplies, and other services).

The budgets for revenues are on a cash basis — revenue is recognized if actually received within the year.
Budgeted expenditures are on the cash basis with aliowance for encumbrances fro goods and services
actually received prior to year-end and liquidated {paid) within thirty days after year-end.

Accounting principles applied in preparation of the budget comparison statements differ from the generally
accepted accounting principles used in preparation of the fund statements. These differences in the
principles used results in timing differences in the recognition of revenue and expenditures. Below is a
reconciliation of the Major Funds Statement of Revenues, Expenditures and Changes in Fund Balance,
Budget and Actual — Budget Basis to the Statement of Revenues, Expenditures and Changes in Fund
Balanece ~ Governmental Funds (major funds).

Nofe 2. Explanation of differences between budgetary inflows and outflows and GAAP revenues and
expenditures:

General Disaster
Fund Fumnd
Sources of financial resources
Actual amounts (budgelary basis) $52,238,264 13,132,493

Differences - budgel 10 GAAP.
The fund balance at the beginning of the
year is & budgetary resource but is nol a
current-year revenue for financial statement
purposes including auditor's entries
for accounis receivable. 689,601 (5,480,869

Tolal revenue as reporied on the Statement of
Revenues, Expenditures, and Changes in Fund

Balance - Governimental Funds 52,927 865 7,651,624
Uses of financial resources
Actual amounts (budgetary basis) 61,105,713 16,245 473

Differences - budgel to GAAP.

Encumbrances for supplies, equipment, and

construclion are reported in the year the

order is placed for budgetary purposes,

bul in the year the goods or services are

received for financial reporting purposes. 12,140,424 (12,860,057)

Total expenditures as reported on the Stalement of
Revenues, Expenditures, and Changes in Fund
Balance - Governmental Funds $ 73,246,137 3 3385416
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CITY OF GULFPORT, MISSISSIPPI
Mississippi Municipal Retirement System (MMRS)
Required Supplementary Information
Analysis of Funding Progress
{Amounts Express in Thousands)

Actuarial

Accrued
Actuarial Lizbility Unfunded Annual Unfunded AAL
Actuarial Value of (AAL) AAL Funded Covered as a Percentage

Valuation Assets Enfry Age {(UAAAL) Ratio Payroll of Covered Payroll
Date {(a) (b) {b-2) (a/b) {¢) ((b-a) /¢)

9/30/1998 b 8,012 § 17,172 3 6,160 46.7% 77 1178.9%
9/30/1999 8,997 17,120 8,123 52.6% 747 1087.4%
9/30/2000 9,893 17,425 7,532 56.8% 740 1017.8%
9/30/2001 10,627 18,601 7,974 57.1% 694 1149.0%
9/30/2002 10,986 18,904 7,918 58.1% 588 1346.6%
9/30/2003 11,136 23,527 12,391 47.3% 408 3037.0%
9/30/2004 10,745 23,317 12,572 46.1% 230 5460.1%
9/306/2005 10,212 22,970 12,758 44.5% 207 6163.3%
9/30/2006 10,533 22,720 12,187 46.4% 130 9374.6%
3072007 10,897 22,170 11,273 48.2% 139 8110.1%

Analysis of the doliar amounts of actuarial value of assets, actuarial acerued liability, or unfunded acsuarial accrued
liability in isolation can be misleading. Expressing the actuarial value of assets as a percentage of the actuarial accrued
liability provides one indication of the City of Guliport's funded status on a going-concern basis. Analysis of this
percentage over time indicates whether the system is becoming financiatly stronger or weaker. Generally, the greater
this percentage, the stronger the plan. The unfunded actuarial accrued liability and the annual covered payroll are

both affected by inflation, Usually expressing the unfunded actuarial accrued liability as a percentage of annual
covered payroll approximately adjusts for the effects of inflation and aids analysis of the progress being made in
accumulating sufficient asseis o pay benefits when due. Generzlly, the smaller this percentage, the stronger the plan.
However, for closed plans such as this one, this figure is highly misleading and should be ignored.

The accompanying notes to the Required Supplementary Information
are an integral part of these financial statements.
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Supplementary Information

Nonmajor Governmental Funds
Combining Financial Statements

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific
revenue sources (other than major capital projects) that are legally restricted for specific
expenditure purposes. A description of these funds is found later in this section.

Capital Projects Funds - Capital Projects Funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities.
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Supplementary Information

Individual Fund Schedules of Revenue, Expenditures
and Changes in Fund Balances — Budget to Actual
Nonmajor Governmental Funds

Special Revenue Funds

Forfeitures and Sefzures Fund — This fund is used to account for monies seized and forfeited through drug
enforcement actions and are specifically restricted for drug enforcement expenditures and other
such public safety operations.

Police Traffic Safety Fund — This fund is used to account for federal grants legally restricted to the traffic
safety programs for which they are provided.

Police and Firemen's Retirement Fund — This fund is used to account for tax revenues legally restricted for
funding the police and firemen’s retirement plan. All cotlections are forwarded to the Public

Employee’s Retirement System (PERS) for a closed fire and police retirement system managed by
PERS.

Community Development Fund — This fund is used to account for Federal revenues received and expended
under the Community Development Block and Home grants issued by the Department of Housing
and Urban Development.






CITY OF GULFPORT, MISSISSIPPI
Forfeitures and Seizures Special Revenue Fund
Comparative Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budgef and Actual
For the Fiscal Year Ended September 30, 2008

Forfeitures and Seizures Fund

Variance with

Budget Final Budget
2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
Public service taxes $ 15,242 $§ 1517116 § 1,523,503 $ (393,613)
[nterest - - 78,223 78,223
Miscellaneous - 6,000 - (6,000)
Total revenues 15,242 1,923,116 1,601,726 {321,390)
Expenditures:
Public safety 2,344,006 3,414,994 799,642 2,615,352
Total expenditures 2,344,006 3,414,994 799,642 2,615,352
Excess (deficit) of revenues
over expenditures (2,328,764} (1,491,878) 802,084 2,293,962
Other financing sources (uses)
Sale of general fixed assets - - 12,245 12,245
Total other financing
sources (uses) - - 12,245 12,245
Changes in fund balence (2,328,764) (1,491,878) 814,329 2,306,207
Fund balance - October 1 1,997,982 1,997,082 1,997,982
Fund balance - September 30 3 (330,782} k3 500,104 $ 2,812,311 $ 2,306,207
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Revenues:
I[nterest
Total revenues

Expenditures:
Public safety
Total expenditures

Changes in fund balance

Fund balance - October 1
Fund balance - September 30

CITY OF GULFPORT, MISSISSIPPI
Public Traffic Safety Special Revenue Fund

Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

Public Traffic Safety

Yariance with

Budget Final Budget
2008 Favorable
Original Final Actual (Unfavorable)
$ 1,916 $ 1,916 3 2,212 3 296
1,916 1,916 2,212 296
2,036 2,036 - 2,036
2,036 2,036 - 2,036
{120 (120} 2,212 2,332
72,444 72,444 72,444 -
§ 72,324 3 72,324 $ 74,656 b 2,332
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CITY OF GULFPORT, MISSISSIPPI
Police and Fireman's Retirement Special Revenue Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

Police and Fireman's Retirement Fund

Variance with

Final Budget
Budget 2008 Favorable
Origina! Final Actual {Unfavorable)
Revenues:

Taxes $ 1,42359%6 3 1,423,596 $ 1,418,886 3 (4,710)
Total revenues 1,423,596 1,423,596 1,418,886 (4,710)

Expenditures:
Public safety 1,423,596 1,423,596 1,418,886 4,710
Total expenditures 1,423,596 1,423,590 1,418,886 4,710
Changes in fund balance - . - -
Fund balance - October 1 - - - -
Fund balance - September 30 $ - $ - $ - $ -
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CITY OF GULFPORT, MISSISSIPPI
Community Development Special Revenue Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

Community Development Fund

Yariance with

Final Budget
Budget 2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
Intergovernmental $ 30,030,551 $ 40,661,912 $ 3,300,475 $ (37,361,437
Fines and forfeits . - 21,189 21,189
[nterest . - 44,423 44,423
Total revenues 30,030,551 40,661,912 3,366,087 (37,295,325)
Expenditures:
Health and welfare 5,945,140 6,946,863 2,654,150 4,292,713
Capital outlay - - 946,790 (946,790}
Total expenditures 5,945,140 6,946,863 3,600,940 3,345,923
Excess (deficit) of revenues -
over expenditures 24,085,411 33,715,049 (234,853) (33,949,902}
Other financing sources (uses)
Transfers in 40,400 40,400 - (40,400)
Total other financing
sources (uses) 40,400 40,400 - (40,400)
Changes in fund balance 24,125,811 33,755,449 (234,853) (33,990,302)
Fund balance - Qctober 1 286,358 286,358 286,358
Fund balance - September 30 $ 24412,169 $ 34041807 3 51,505 $ (33,990,302}
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Supplementary Information

Individual Fund Schedules of Revenue, Expenditures
and Changes in Fund Balances —~ Budget to Actual
Nonmajor Governmental Funds

Capital Projects Funds

1996 Public Improvements Fund — This fund is used to account for various public improvement projects
financed by general obligation bonds.

1998 Pyblic Improvements Fund ~ This fund is used to account for various public improvement projects
financed by general obligation bonds.

2001 Public Improvements Fund - This fund js used to account for various public improvement projects
financed by Mississippi Development Promissory Note.

2003 Public Improvements Fund ~ This fund is used to account for various public improvement projects
financed by general obligation honds,

Capital Projects Fund ~ (Major fund not part of required supplementary information} This fund is used to
account for tax revenues and certain government grants specifically restricted for the construction
of major capital facilities and public improvement projects not otherwise funded by general
obligation bonds







CITY OF GULFPORT, MISSISSIPPI
1996 Public Improvement Capital Project Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

1996 Public Improvement Fund

Variance with

Final Budget
Budget 2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
Interest $ - $ - $ 2,541 $ 2,541
Total revenues - - 2,541 2,541
Expenditures:
Public warks 77,211 77,211 - 77,211
Total expenditures 77,211 77,211 - 77,211
Changes in fund batance (77.211) {(77,211) 2,541 79,752
Fund balance - October } 83,261 83,261 83,261
Fund balance - September 30 5 6,050 b 6,050 $ 85,802 § 79,752
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CITY OF GULFPORT, MISSISSIPPI
1998 Public Improvement Capital Project Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

1998 Public Improvement Fund

Variance with
Final Budget

Budget 2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
Interest 5 - $ - 3 4,439 3 4,439
Total revenues - - 4,439 4,439
Expenditures:
Pubiic works - - - -
Total expenditures - - - -
Changes in fund balance - - 4,439 4,439
Fund balance - Qctober | 145,416 145,416 145416
Fund balance - September 30 $ 145,416 5 145,416 $ 149,855 b 4,439
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CITY OF GULFPORT, MISSISSIPPI
206G1 Public Improvement Capital Project Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

2001 Public Improvement Fund

Variance with

Final Budget
Budget 2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
Interest $ - $ - 3 12,617 i 12,617
Total revenues - - 12,617 12,617
Expenditures:
Public works 325,430 325,430 12,773 312,657
Total expenditures 325,430 325,430 12,773 312,657
Changes in fund batance (325,430) {325,430) (156) 325,274
Fund balange - Qctober 1 415,213 415215 415,215
Fund balance - September 30 $ 89,785 $ 89,785 b 415,059 $ 325274
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CITY OF GULFPORT, MISSISSIPPI
2003 Public Improvement Capital Project Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

2003 Public Improvement Fund

Variance with

Final Budget
Budget 2008 Favorable
Original Final Actual (Unfavorable}
Revenues;
Interest $ - hy - b 41,947 $ 41,947
Total revenues - - 41,947 41,947
Expenditures:
Public works 1,314,520 946,346 347,228 599,118
Total expenditures 1,314,520 946,346 347,228 599,118
Excess (deficit) of revenues
over expenditures (1,314,520) (946,346} (305,281} 641,065
Other financing sources (uses)
Transfers out - (186,795) (186,795} -
Total other financing
sources (uses) - (186,795} (186,795) -
Changes in fund balance (1,314,520} (1,133,141) (492,676) 641,065
Fund balance - October 1 1,430,495 1,430,495 1,430,495
Fund balance - September 30 b 115,975 $ 207,354 $ 938,419 $ 641,065
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CITY OF GULFPORT, MISSISSIPPI

Capital Project Fund

(Major Fund)
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

Capital Project Fund
Variance with
Final Budget
Budget 2008 Favorable
Original Final Actual (Unfavorable)
Revenues:
[ntergovernmental $ 9,331,461 § 10,080,558 $ 3,389,332 $ (6,691,226)
[nterest - 471,059 471,059
Miscelianeous 630,560 630,560 1,181,461 550,901
Total revenues 9,062,021 10,711,118 5,041,852 (5,669,260)
Expenditures:
Public works 1,307,313 1,307,313 1,307,313 -
Capital outlay 44,683,689 43,409,088 7,891,192 35,517,896
Total expenditures 45,991,002 44,716,401 9,198,505 35,517 896
Excess (deficit) of revenues -
over expenditures (36,028,981 (34,005,283} (4,156,653) 29,848,630
Other financing sources (uses)
Proceeds of loans - 10,000,000 10,000,000 -
Transfers in 7,810,000 8,465,201 3,741,265 (4,723,936)
[nswance proceeds - - 767,530 767,530
Total other financing
sources (uses) 7,810,000 18,465,201 14,508,795 (3,956,400)
Changes in fund balance (28,218,981} (15,540,082) 10,352,142 25,892,224
Fund balance -~ October | 8,371,965 8,371,965 8,371,965
Fund balance - September 30 $(19,847.016) $ (7,168,117 $ 18,724,107 $ 25892224
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Supplementary Information

Individual Fund Schedules of Revenue, Expenditures
and Changes in Fund Balances — Budget to Actual
Major Governmental Funds

Debt Service Funds

The Debt Service Fund (major fund not part of required supplementary information) is used to account for
the accumulation of resources and payment of general obligation bond principal and interest from
governmental resources when the City of Guifport, Mississippi is obligated in some manner for
the payment.







CITY OF GULFPORT, MISSISSIPPI
Debt Service Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Fiscal Year Ended September 30, 2008

Debt Service Fund
Variance with
Final Budget
Budget ) 2008 FFavorable
QOriginal Final Actual {(Unfavorable)
Revenues;
Taxes $ 4,501,490 4,501,490 §  4,627476 $ 125,986
Interest - . 230,792 230,792
Total revenues 4,501,490 4,501,490 4,858,268 356,778
Expenditures:

Debt service: -
Principal 3,655,000 3,655,000 3,394,376 260,624
Interest 1,850,000 1,850,000 1,311,173 538,827
Other 16,000 16,000 6,201 9,799

Total expenditures 5,521,000 5,521,060 4,711,750 309,250
Excess {deficit) of revenues
over expenditures (1,019,510 (1,019,510} 146,518 1,166,028
Other financing sources (uses)
Transfers in 9,000,000 9,000,000 6,000,000 (3,000,000}
Total other financing
sources (uses) 9,000,000 ©,000,000 6,000,000 (3,000,000)
Changes in fund balance 7,980,450 7,980,490 6,146,518 (1,833,972)
FFund balance - October 1 4,037,526 4,037,526 4,037,526
Fund balance - September 30 § 12,018,016 $ 12,018,016 $ 10,184,044 $ (1,833,972)
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Supplementary Information

Proprietary Funds
Business-type Activities

Water and Sewer Fupd — This fund is used to account for the activities of the Water and Sewer operations
of the City of Gulfport, Mississippi.

Joseph T. Jones Park Fund  —This fund is used to account for operations, maintenance, and leasing of boat
slips and other facilities within the Joseph T. Jones Memoria) Park.







CITY OF GULFPORT, MISSISSIPPI
Proprietary Funds - Business-Type Activities
Combining Statement of Net Assets
September 30, 2008

Business-{ype Activitics

Nor-major Fund

Water and Joseph T. 2008
Sewer Jones Park Totals
ASSETS
Current assets:
Cash and cash equivalents 5 7,928,373 ) 270,191 8,198,564
Receivables:
Customer accounts ( net of allowance for
uncolleclible accounts) 1,537,335 1.537,335
Custoimer accounts accrued but not billed 685,127 685,127
Due from sther governiments 3,437 - 3.437
Total current assets 10,154,272 270,191 10,424,463
Current restricted assets
Cash - Water and sewer trust 1.048,080 - 1,048,080
Noncurrent assets
Capital assets:
Land 149,313 63,304 212,617
Buildings - 20,400 20,400
Construction in progress 15,335,370 955,016 16,290,386
Infrastructure 159,422,728 239,561 159,662,289
Machinery and equipment 930,761 - 930,761
Vehicles 1,649,404 33,000 1,682,404
Less accumulated depreeiation (32,051,444) {131,223) (32,182.667)
Total capilal assets, net of accumulated depreci. 145,436,132 1,180,058 146,616,190
Other noncurrent assets
Casly - Water and Sewer Improvements 5,043,727 - 5,043,727
Cash - Reserved for community disaster loan repays 1,363,800 - 1,363,800
Deferred charges 3,988,083 - 31,988,083
Total other noncurrent assets 10,395,610 - 10,395,610
Total assets $ 167,034,094 S 1,450,249 168,484,343
LIABILITIES
Current liabitities (payable from current assels)
Accounts payable 3 5,230,418 $ 139 5,230,557
Accrued wages payable 1,176 848 2,024
Accrued fnterest payable 589451 - 589,451
Due to other funds 54,250 54,250
Retainage payable 159,244 - 159,244
Qther labilities 326,094 k) 326,097
Current portion of long-lerm debt -
Compensated absences payable 3418 3,196 6,614
Noles payable 2,059,272 - 2,059,272
Bonds payable 2.825.000 2,825,000
Totat current liabilities payable
from current assels 11,248,323 4,186 11,252,509
Current labilities (payable from resiricted assets)
Meter deposits 1,064,030 - 1,064,030
Total current liabilities 12,312,353 4,186 12,316.539
Long-term debt
Compensated absences payable 2,913 3,344 6,257
Bonds payable 37,007,069 B 37,007,669
Notes payable 50,125,000 - 50,125,000
Total noncurrent labilities 87,135,582 3,344 87,138,926
Total liabilities 99,447,935 7,530 99.455.465
NET ASSETS
Invested in capital assets, net of refated debi 53,419,191 1,180,058 54,599,249
Restricted for revenue bond indentures 4,000 - 4,000
Unrestricted 14,162,908 262,661 14.425.629
Total net assets $ 67.586.139 S 1,442,719 (9,028,878
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Operating Revenues
Charges for services
Misceltaneous
Total operating revenues

Operating Expenses
Personnel services
Contractual services
Material and supplies
Depreciation
Amortization
Bad debts

Total operating expenses

Operating income {loss)

Non-operating revenues
Intergovernmental grants

Loss on sale of disposal of assets

Interest income
Interest expense

Total nonoperating revenues (expenses)

Income (loss) before contributions and transfers

Capital contributions
Transfers from other funds

Change in net assets

Net assets - Qctober |
Net assets - September 30
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CITY OF GULFPORT, MISSISSIPP{
Proprietary Funds - Business-Type Activities
Combining Statement of Revenues, Expenses and

Changes in Net Assets
For the Fiscal Year Ended September 30, 2008

Business-type Activities

Non-major Fund

Water and Joseph T. 2008
Sewer Jones Park Totals

$ 22,196,429 $ 10,139 22,206,568
150,357 - 150,357
22,348,786 10,139 22,356,925
112,046 78,712 190,758
15,063,327 3,790 15,067,117
2,632,489 1,938 2,634,427
2,867,116 24,903 2,892,021
264,421 - 264,421
95,660 - 95,660
21,035,059 109,345 21,144,404
1,311,727 (99,206) 1,212,521
255,260 - 255,260
(17,263) (1,460) {18,723)
663,219 9.326 672,545
(3,424 425) - (3,424,425)
(2,523,209) 7,866 (2,515,343
(1,211,482} {91,340 (1,302,822)
136,005 - 136,005
12,434,852 G75,415 13,410,267
11,359,375 884,075 12,243,450
56,226,784 558,644 56,785,428

§ 67,586,139 $ 1,442.719 69,028,878




CITY OF GULFPORT, MISSISSIPPI
Proprietary Fund - Business-type Activities
Combining Statement of Cash Flows

For the Fiscal Year Ended September 30, 2008

Business-lyge Activilies

Water and Joseph T. 2008
Sewer Jones Park Totals
Cagh flows from aperaling activities
Cash received from custoners § 0 22,690.223 s 10,139 5 2700362
Cash received from other eperating reccipts 163,069 163.069
Cash paid to suppliers {13,551 .900) {9.651) (13.561.553)
Cash paid te cmployees (104,539) (15,153) (179.692)
Cash reccived from meter deposits, net 186418 - 136418
Net cash provided by operating activities 9.383.271 {74.667) 9.308.604
Cash [ror non-operaling activities
Cash zeceived from insurance proceeds . -
Cash reccived from governmental grants 500,034 - 309,034
Cash rransferred from governmentat funds 103,761 103,761
Net cash provided by non-operaling activities 612,795 - 612,795
Cash flews from capital and refated {lnancing activities
Acquisition and construction of capital assets (5.163.861) - (5.163.861}
Dispestlion of capital assels (17.263) {17,263
Proceeds from debt issuance - - -
Principai paid on revenue bond maturities and noles payable {3.522,702) (3572702
Interest paid on bonds and notes payable {3.424,425) - (3.424,425}
Net cash used in capital and related financing activities {12.128.251) - (12,128,251}
Casli flows fram investing activities
Inlerest received 663.219 $,326 672,545
Net cash from investing activities 663,219 9.326 §72.345
Netinerease {decrease) in casl and cash equivalents {1.468,968) (65.341) (1.534,307)
Casl: and equivalents - Qctober 1 16,852,045 335,532 17188477
Cash and cquivalents - September 30 $ 15383979 s 270.191 5 15.654.170
Reconciliation of income (loss) from eperations
to net cash previded {used) by aperaging activities
Operating income {loss) s (311,726 3 (99,206) $ 1211520
Adjustments to reconcile operating meone 1o
net cash provided by eperaling activitics
Depreciation 2867116 24,905 2,892.021
Ameriization 264,421 - 26542t
Bad debts 95,660 - 95.660
(Increase) decrease in asscls
Accounts recetvable 1.097.541 1.097.541
Prepaid assels (303577 (563,577
Bue from other governments 247,182 247,182
Increase (decrease) in habilities
Accounts payable 3.962.739 (30t) 3962438
Accrued wages payable 652 (524) 128
Other liabilities 24.727 {3.100) 21,627
Meter deposit labitities 68,297 - 65.297
Compensated absences payable 6.787 3.559 10.346
Net cash provided by {used in} operating activities S 9.383.271 $ {74.667) 5 4,308,604
Non cash investing, capital and financing activities:
Transfers of capital assets from other funds 11,434,852 975,415 12.410.267
Other receivables - - -
Contributed capital 136,005 - 136.005
5 11570857 $ 975415 12546272
. Reconcilialion of cash rad cash equivatents
per statenzent of eash fows to stateniens of net assets
Other Restricied Current
Assets Assels Assets Toral
Cash and cash equivalents - October $ 10999645 s 929,959 $ 5,258,873 $ 0 17,188477
Nel increase (decrease) (4,592,119 118,121 2.939.691 {1.534.307)
Cash and cash equivalents - Septembar 30 $ 6,407,526 s 1.048 080 s 5,198,564 513634170
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Supplementary Information

Proprietary Funds
Governmental-type Activities

Group Life and Health Fund — This fund is used to account for the accumulation and allocation of costs
associated with providing health care and life insurance benefits for the City of Gulfport,
Mississippi’s employees,

Claims Contingency Fund_— This fund is used to account for the accumulation of costs associated with
workiman’s compensation claims and general liability claims against the City of Gulfport.







CITY OF GULFPORT, MISSISSIPPI
Proprietary Funds - Government-type Activities
Combiring Statement of Net Assets
September 30, 2408

Government-type Activities

Group
Life and Claims 2008
Health Contingency Total
Assets
Cash and cash equivalents $ 972,147 $ 2,891,534 N 3,863,681
Cash with fiscal agents - 79,755 79,735
Investments - 1,542,358 1,542,358
Accounts receivable 12,931 12,931
Prepaid insurance . 087,293 987,295
Total assets 972,147 3,513,873 6,486,020
Liabilities
Accounts payable 23,195 1,499,733 1,522,928
Liabiity for self-insurance claims 340,503 1,073,745 1,414,248
Total Liabilities 363,698 2,573,478 2,937,176
Net assefs
Unrestricted $ 608,449 § 2,940,395 3 3,548,844
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CITY OF GULFPORT, MISSISSIPPI
Proprietary Funds - Government-type Activities
Combining Statement of Revenues, Expenses and
Changes in Net Assets
For the Fiscal Year Ended September 30, 2008

Government-type Activities

Group
Life and Claims 2008
Health Contingency Total
Operating Revenues
Employee contributions $ 789,247 b - 5 789,247
Retiree contributions 119,264 - 119,264
Employer contributions 2,839,291 2,222,157 5,061,448
Insurance claim reimbursements 462,567 88,012 550,579
Total operating revenues 4,210,369 2,310,169 6,520,538
Operating Expenses
Administrative expenses 9,250 9,250
Contractual services 287,418 100,963 388,381
Death benefits paid - 1,600 1,000
Premium payments 488,457 2,381,015 2,869,472
Claims paid 4,266,878 1,044,824 5,311,702
Tolal operating expenses 5,042,753 3,537,052 8,579,805
Operating income (loss) {832,384) {1,226,883) (2,059,267)
Non-operating revenues (expenses)
Insurance proceeds 11,624,819 11,024,819
Tranfers in - 765,000 765,000
Tranfers out - (11,145,279 (11,145,279
[aterest income 56,573 403,292 459,865
Total non-operating
income (loss) 56,573 1,047,832 1,104.405
Change in net assets (775,8%1) (179,051) (954,862)
Net assets - Oclober | 1,384,260 3,119,446 4,503,706
Net assets - Seplember 30 5 608,449 $ 2,940,395 $ 3,548,844
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CITY OF GULFPORT, MISSISSIPPI
Proprietary Funds - Government-type activities
Combining Statement of Cash Flows
For the Fiscal Years ended September 36, 2008

Cash flows from eperating activities
Cash received from employees and others
Cash received from insurance claims
Cash received from employer contribulions
Cash paid to suppticers
Net cash provided by operating activities

Cashi flows from non-operating activities
Cash received from hatricane insuvance proceeds
Cash transferred from other governmental funds
Net cash provided by non-operating activitics

Cash flows from capital and related financing activities
Acquistion of capital assets transferred to other funds
Net cash [rom capital and related financing activitics

Cash flows from investing acivities
Investment ransactions, net
Interest received
Net cash from investing activities

Net increase (decrease) in cash and cash equivalents

Cash and equivalents - October |
Cash and cquivalents - September 30

Non-cash and capital related financing activities
Changes in [air value of investments

Government-fype Activities

Group
Life and Claims 2008
Health Contingency Total
908,511 - 908,511
462,567 75,081 537,648
2,839,291 2,222,157 5,061,448
(5,289,141) (2,164,660) (7,453,801)
(1.078,772) 132,578 (946,194)
2,321,529 2,321,529
- 765,000 765,000
- 3,086,529 3,086,529
- (11,145,27%) (11,145,279

- {11,143,279) {1§,145,279)

- 109,764 109,764

56,573 403,292 459,865
56,573 513,056 569,629
(1,022,199 (7413,116) (8,435,315)
1,994,346 10,304,650 12,298,996
972,147 3 2891534 $ 3,863,681

- 3 8,241 5 8,241

Reconciliation of income (loss) from operations
o net cash previded (used) by operating activities

Operating income (loss)
Adjustiments to reconcile operating income (o
net cash provided by operaling activitics
(Increase} decrease in assets
Other receivables
Prepaid assels
Increase {decrease) in liabilities
Acccunts payable
Deferred revenue
Other liabilities
Net cash provided by (used in)
operating activities

(832,384) § (122688 §  (2,059267)
- (12,931) (12,931

- 281,377 281,377

23,109 1097270 1,120,379
(269‘497-') (6,25:;) (275,759:)
(1,078.772) $ 132,578 $ (946,194)
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Statistical and Economic
Data

The Statistica! Data are presented to give report users a better historical perspective and assist in assessing
current financial status and trends of the City of Gulfport, Mississippi. Economic Data are presented to
allow a broader understanding of the economic and social environment in which City government operates.
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TABLE VI

(Unaudited)
CITY OF GULFPORT, MISSISSIPP!
PRINCIPAL TAXPAYERS
2007 TAX ROLL
(Amounts Expressed in Thousands)
(1 Percentage

2007 of Total

Assessed Assessed

Taxpayer Type of Business Valuation Valuation
Mississippi Power & Light Electrical Utility £ 90,373 15.87%
Bell South Communications Utility 10,644 1.87%
Gulfside Casino Partnership Gaming Industry 8,035 141%
Island View Casino Resost Gaming Industry 4,706 0.83%
Cross Roads Center Retail Industry 4,678 0.82%
HCA Realty Real Estate [ndustry 2,801 0.49%
Gulfport Factory Sheps Reiail Industry 2,093 0.37%
Garden Park Hospital Medical Facility 1,839 0.32%
CitiCorp Leasing Inc Financial Institution 1,784 0.31%
Legacy II Condominiums 1,710 0.31%
Totat 128,663 22.60%
All other taxpayers 440,652 77.40%
Total all assessments $ 509,315 100.0%

(1) Assessed valuation taken from 2007 Realty, Pexsonal Property, and Public Utility tax
rotls collected in fiscal year 2008,
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TABLE VI
(Unaudited)

CITY OF GULFPORT, MISSISSIPP!

RATIO OF NET GENERAL OBLIGATION BONDED DEBT TO ASSESSED
VALUE AND NET GENERAL OBLIGATION BONDED DEBT PER CAPITA
LAST TEN FISCAL YEARS
{Amounts Expressed in Thousands)

Ratio
of Net
Bonded Net
Gross 3 Net Debt to Bonded
Fiscal Estimated Assessed Bonded Less: Debt Bonded Assessed Debt per
Year Population Value (1) Debt (2) Service Fund Debt Value Capita
1999 71 427950 27,125 424 27,301 6.38% 385
2000 71 439,209 27,375 766 26,609 6.06% 375
2001 71 571,087 26,060 1,666 24,394 4.27% 344
2002 71 582,087 24,7122 2,268 22,514 3.87% 317
2003 74 597,853 28,180 2,905 25,275 4.23% 342
2004 77 394 936 26,825 2,083 24,142 4.06% 314
2005 77 603,327 24,860 2,17 22,689 3.76% 293
2006 77 610,706 22,835 3,525 19,310 3.16% 251
2007 77 554,100 20,710 3,884 16,826 3.04% 219
2008 77 576,168 28,480 4,460 24,080 4.18% 313

(1) From Tabie 4.

{2} Does not include revenue bonds or school district bonds which are not
paid with General Government revenues,

(3) Amount available for repayment of general obligation bonds.

SOURCE: Prior audit reports,
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TABLE VIl

(Unaudited)
CITY OF GULFPORT, MISSISSIPP]
COMPUTATION OF DIRECT AND OVERLAPPING BONDED DEBT
GENERAL OBLIGATION BONDS
SEPTEMBER 30, 2008
(Amounts Expressed in Thousands)
Net General Amount Percentage
Obligation Applicable Applicable
Bonded Debt to to
Jurisdiction Outstanding Government Government
Direct:
City of Gulfport (1) $ 28,840 3 28,840 100.00%
Overlapping:
Harrison County 150,015 44,224 29.48%
Gulfport School District (2) 17,760 17,760 100.60%
Total overlapping 167,775 61,984
Total all $ 196,615 P 90,824

(1) Excludes School District bonds, capita! leases, negotizble bank notes and amount available

for repayiment in the debt service fund.

SOURCE: Debt schedules for City of Gulfport, Harison County and Gulfport School Districts.
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TABLE IX

{Unaudited)
CITY OF GULFPORT, MISSISSIPPI
REVENUE BOND COVERAGE
LAST TEN FISCAL YEARS
{Amounts Expressed in Thousands)
Net Revenue
Gross Operating Available for Debt Service Requirements {2)

Year Revenues Expenses (1) Debt Service  Principal Interest Total Coverage
1999 14,477 §1,199 3,278 365 277 642 511
2000 15,396 13,778 1,618 379 1,257 1,636 0.99
2001 15,750 14,193 1,557 389 2,131 2,520 0.62
2002 18,309 15,344 2,965 719 2,831 3,550 1.12
2003 17,558 {5,199 2,359 1,163 2,810 3,973 0.59
2004 21,261 14,208 7,053 §,141 2,810 3,951 1.79
2005 23,124 15,961 7,163 2,340 607 2,947 2.43
2006 19,411 11,976 7,435 1,722 2,815 4,537 1.64
2007 21,858 9,587 12,271 2,660 2,727 5,387 2.28
2008 22,347 17,808 4,539 2,825 2,602 5,427 (.84

(1) Total operating expenses exclusive of depreciation and amortization,
(2) Includes revenue bonds and state revolving loans paid from the Water and Sewer Fund. It does
nof include general obligation revenue bonds recorded in the water and sewer fund.

SOQURCE: Prior audit reports.
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CITY OF GULFPORT, MISSISSIPP]
DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

TABLE X
(Unaudited)

Fiscal Estimated Per Capita School Unemployment
Year Population (1) Income (2) Enrollinent {3) Rale (2)

1999 71,127 19,007 6,339 3.30%
2000 71,127 19,166 6,263 3.60%
2601 71,500 17,899 6,281 4.40%
2002 72,000 18,155 6,202 4.20%
2003 74,000 25,074 6,018 4.00%
2004 77,000 18,381 6,219 4.10%
2005 77,000 19,832 6,166 6.20%
2006 77,000 17,079 5,065 16.60%
2007 77,000 17,079 5,341 6.20%
2008 71,000 18,978 5,232 5.40%

(1) City Planning Department estimates.

(2) Mississippi Employment Security Commission, information not available for ail YCArs.
199% and 2004 information provided by U.S. Census Bureau by Metropolitian
area of Biloxi-Gulfport-Pascagoula, MS

(3) Gulfport School
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TABLE XI
(Unaudited)

CITY OF GULFPORT, MISSISSIPPI
PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS
LAST TEN FISCAL YEARS
(Amounts Expressed in Thousands)

Non-Residential Residential
Actual Construction Construction

Fiscal Property MNumber Number Bank

Year Value (1) of Units Value of Units Value Deposits (2)
1999 1,572,624 144 67,754 431 45,163 979,193
2000 1,596,001 100 37,519 471 83,868 1,031,326
2001 2,422,164 109 29,0680 278 41,054 1,012,830
2002 2,471,564 30 39,723 320 29,475 2,005,708
2003 2,528,450 37 17,871 297 33,867 2,128,681
2004 2,560,835 56 73,259 306 50,466 2,188,000
2005 2,618,165 49 85,353 12 13,726 2,234,000
2006 2,608,129 102 163,250 17 140,849 3,226,000
2007 2,361,111 12 376,276 I8 580,858 3,163,000
2008 2,368,677 4 187,624 I 78,895 2,977,000

(1) Total real property value from Table 4.
(2) Includes: Banks, Credit Unions and Savings and Loan [nstitutions.

SOURCE: City Planning Department monéhly reports and Federal Deposit Insurance Corporation
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CITY OF GULFPORT, MISSISSIPPI
MISCELLANEOUS STATISTICS
SEPTEMBER 36, 2008

GENERAL:
Date of incorporation
Form of goverament
Population estimate
Areca in square miles

Number of employees (excluding Police and Fire)

FACILITIES AND SERVICES:
Miles of streets
Number of street lights
RECREATION:
Community centers
Fitness centers
Recreation centers
Senior cilizen center
Parks
Sportsplex
Park acreage
Bal} fields
Tennis courts
Lighted walking tracks
Water froni piers
Small craft harbor (40 acres)
Public boat launch ramps
FIRE PROTECTION:
Number of stations
Nusaber of fire personnel and officers
Number of calls answered
Number of inspections conducted
Current fire insurance rating
POLEICE PROTECTION:
Number of stations
Mumber of full time sworn officers
Number of non sworn officers
Number of residents per sworn officer
Arrests
Traffic violations
WATER SYSTEM:
Miles of waler mains
Numiber of service connections
Number of fire hydrants
Daily average consumption in gallons
Average gallons pumped per day
Storage capacity in galiens
OTHER STATISTICS:

Education (served by city school system):

Enroliment 07-08 school year
Elementary schools

Middle schools

High schools

Aliemative school {The Learning Cenier)

Community Coliege
Median age of City pepulation
Harrisen County unemployment rate
City of Gultport unemployment rate
State of Mississippi unemployment rate
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TABLE XII
{Unaudited)

1898

Mayor/Council

77,000
62
250

650
8,645

12
176
9,097
4,320

3

202

90

381
1,247
21,759

362
25,144
3,383
6,952,819
8,084,673
5,108,000

5,232

—_—— R O

35.0
4.80%
5.40%
5.60%



CITY OF GULFPORT, MiSSISSIPPI

TABLE XII
{unaudited)

SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS

September 30, 2008

Name Position Bond Amount
Brain Carriere Councilman $ 100,000
Ella Holmes-Hines Councilwoman 100,000
Gary Holliman, Sr. Councilman 106,000
Barbara Nalley Councilwoman 100,060
Neil Resh Councilman 100,000
Olivia Roland Councilwoman 100,000
Jackie Smith Councilwoman 160,000
Brent Warr Mayor 100,000
Constance Debenport Purchasing Manager 75,000
Amelia Bordeaux City Clerk 50,000
John Kelty Chief Administrative Officer 50,000
Mike Necaise Director of Finanace & Admin 50,000
Odell Thompson, Jr, Court Administrator 56,000
Patrick Weatherford Police Chief 50,000
Alcenette Alexander Clerk | 10,000
[Kenneth Bishop Community Service Technician 10,000
Carolyn Bobinger Admin Asst [1] 10,000
Bobbie Brown Clerk 111 10,000
Randall Brown Police Commander 10,000
Carey Bundt Housing Program Coordinator 10,000
Gloria Bryd Adrin Asst - Legal 10,000
Onelia Byrd Admin Asst | 10,000
Teresa Chapman Personnet Specialist 10,000
Mary Collins Office Manager 10,000
Colby Combs Deputy Court Clerk 10,000
E. S. Conmipston, Jr. Detective 10,600
Luvelle Coffee Office Manager 10,000
Robert Culpepper Community Service Technician 10,000
David D'Aquilla Asst Dir of Leisure Services 10,000
Rita Davis Admin Asst [ 10,000
Sabrena Davis Deputy Coust Clerk 10,000
Paula Doyle Planner [ 10,000
James Dryer Accounting Tech 10,000
Helen Fasler Record Manager 10,000
Jenmifer Fay Police Clerk 10,000
Joanne Fayard Permitting Manager 10,000
Inga Feria Deputy Court Clerk 10,000
Douglas Galloway Collections Manager 10,000
Kini Gonsoulin Finance Manager 10,000
Frances Hall Deputy Court Clerk 10,000
Shannon Hampton Police Clerk 16,000
Belinda Head Records Supervisor 10,000

(Continued Nexf Page)
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Name

CITY OF GULFPORT, MISSISSIPPI

SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS (Continued)

September 30, 2008

Position

Nellie Henry
Patricia Hinson
Geoffrey Hitiner
Nancy Huggins
Heather Johnson
Kathy Johnson
Monica Johnson
Pameta Kennedy
Laurie Kranz
Barbara Lazerio
Sarah Lizana
Cecila McCaffrey
Heather McCarty
Wanda McCormack
Chandra McGiil
Danny Meadors
Barbara Miller
Angela Moore
Vicki Parkhiii
Theresa Northington
Deana Norton
Verlina Odem
Terry O'Neal
Leonard Papania
Richard Perez
Anita Petty
Gerard Philbrick
Angela Pittman
Gary Ponthieux
Dian Ragas
Rochelle Ramsey
Claudia Saias
Brenda Reed
Edmond Salloum
Amanda Schmist
April Shavers
Samantha Cotton
Richard Teil
Wanda Temple
Belinda Thomas
Amna Vu
Ashley Watts
Barbara Weatherford
Antoinette White
Patricia Wilder
Debra Wiltiams
Pameia Winston
D. I Ziegler

Clerk 113
Admin Asst [{I
Inspector/Plans Review
Records Clerk
Records Clerk
Clerk of Council
Police Clerk
Grants Compliance Coordinator
Police Records Clerk
Accountant
Police Grant Writer
Tech Service Coordinator
Deputy Court Clerk 1
Deputy Court Clerk U
Admin Asst 1
Property Manager
Customer Service Rep
Accounting Clerk
Cultural Affairs Officer
Clerk [11
Admin Asst 1[I
Police Clerk
Admin Asst I1
Police Commander
Commusnity Service Technician
Planner {I
Deputy Court Clerk
Police Clerk
Detective
Admin Asst [1I
Police Court Clerk
Admin Asst {11
Court Clerk
Direcior of Leisure Services
Bldg Dept Clerk
Accounting Clerk {II
Police Clerk
Polcie Clerk
Deputy Court Clerk
Deputy Court Clerk
Depugy Court Clerk

Alarm Coordinator/Asst Court Liason

Admin Asst 1
Admin Asst to CAQO
Animal Control Officer
Deputy Court Clerk
Asst Grant Coordinator
Harbor Master
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Bond Amount

10,000
10,000
10,000
16,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,600
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,600
10,660
10,606
10,000
10,000
10,000
£0,000
141,000
10,000
13,000
10,000



